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ABSTRACT 





The purpose of this article is to examine whether brand identity theory is congruent to practice in the 
South African banking sector. Furthermore, this paper seeks to determine whether documented brand 
identity (of a South African bank brand ‘A’ is aligned to employees’ decoding and understanding 
of the bank’s brand identity (brand identity alignment). Finally, the article establishes, which brand 
resonance brand-building blocks and sub-dimensions are applicable in the South African banking 
sector. Brand identity theory was drawn from current literature, with a specific focus on internal brand 
identity elements of the Brand Identity Prism, as well as internal brand-building blocks and sub- 
dimensions of the brand resonance model. A qualitative approach, using semi-structured individual 
in-depth interviews, was adopted to collect the data from marketing executives, branch managers, 
and frontline staff at branches of the reference bank brand ‘A’. This study found brand identity theory 
to be congruent with documented brand identity in the sector that was investigated. However, brand 
identity theory and documented brand identity are misaligned in respect to practice in this sector. 
Furthermore, brand resonance internal brand-building blocks and sub-dimensions were confirmed in 
the South African banking sector, with the exception of the salience brand building block, as well as 
efficiency sub-dimension. The study’s conclusions were drawn from findings that were extrapolated 
from one (bank brand 'A') of the four dominant bank brands in the South African banking sector. 
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Having a clear brand identity is positively (Kapferer, 2001:93). Conversely, the ideal 


correlated to market performance (Schmidt, 
Mason, Steenkamp, & Mugobo, 2017:216). 
Brand identity clarification serves various 
purposes, while distinguishing a brand from its 
competitors is the central purpose behind brand 
strategy formulation. Distinguishing a brand’s 
identity from other competitors is particularly 
critical in generic service industries such as the 
financial industry, where branding may be the only 
tool, which is used for differentiation purposes 


* Corresponding author 


situation is for brand managers to grasp brand 
identity theory, and subsequently implement it 
prior to communicating any brand identity claims. 
However, the correlation (or lack thereof) between 
the two constructs remains a quandary (Ellwood, 
2001:27). 

Hence, a brand’s communication strategy is 
understood to be fundamental to brand identity 
clarification, as consumers receive or reject 
brands based on how they (the brands) have been 
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presented or communicated (Rosenbaum-Elliott, 
Percy & Pervan, 2011:110). Therefore, effective 
brand identity communication is important, as 
nominal communication efforts may result in 
the brand identity being misconstrued (Chevalier 
&  Mazzalovo, 2008:184). Furthermore, 
effective brand communication requires various 
approaches, and among other factors, these 
strategies should defy noise, which may distort 
the actual brand message (Davis, 2009:92). 
However, it is argued that communicating the 
brand internally is a prerequisite to effective brand 
identity communication. Brand managers ought 
to continuously engage in this kind of dialogue by 
updating employees on new brand developments 
(Kotler & Pfoertsch, 2006:109-110). Subsequent 
to internal brand communication efforts, emphasis 
is also placed on communicating a brand’s value 
proposition to the target market. Furthermore, 
communicating a brand’s value proposition is 
particularly imperative within financial service 
industries, where the acclaimed value offering has 
to be attuned to customer experience (Rosenbaum- 
Elliott, et al., 2011:110). 

Additionally, customer experience during 
a brand encounter is vital for the creation of 
brand meaning, awareness, value and loyalty. 
Collectively, these brand equity variables may 
create an emotional connection with customers 
and in essence brand resonance (Kimpakorn & 
Tocquer, 2010:384). Keller (2013:73) concurs 
that consumers resonate with a brand when they 
have high levels of awareness and familiarity, as 
well as a strong favourable connection with the 
brand. 

The current research paper reveals the research 
findings, and articulates whether branding theory is 
congruent to practice in the South African banking 
sector. Furthermore, it elaborates on consistent or 
inconsistent brand identity clarification between 
branding documents and employees’ perspectives 
of a selected bank brand. Finally, the current work 
outlines brand resonance, brand-building blocks 
and sub-dimensions, which were confirmed to be 
applicable (or not) in the South African banking 
sector. The paper reviews brand identity theory, 
which is a focal research concept of the current 
study, and provides a summative emphasis of 


the importance of branding services, financial 
services, and the banking industry. The paper 
furthermore outlines the research method that 
was applied, and reports on the research findings, 
conclusions, and recommendations, while further 
research is also proposed. 


PROBLEM STATEMENT 


Brand communication plays a pivotal role in 
communicating a brand’s true identity. However, 
what internal and external consumers decode 
might not necessarily be the intended/actual brand 
message Hence, it is not known whether there 
is alignment between brand identity theory and 
practice (Powell & Elving, 2009). The question, 
therefore, arises whether congruence exists 
between brand identity theory and practice in the 
South African banking sector. Furthermore, it is 
not known whether staff i.e internal customers 
have a consistent understanding of the brand 
identities of their various bank brands. Chevalier 
and Mazzalovo (2008:178) present brand identity 
as brand elements, which individualise a brand 
in order for it to be recognised as being unique. 
Keller (2013:549) concurs that brand identity 
is what a company stands for, from values to 
personality, while the communication of these 
elements to consumers is at the core of brand 
identity formulation and practice. Communicating 
the actual brand identity is, therefore, an 
organisational imperative. 


BRAND IDENTITY PRISM 


Brand identity prism contains various brand 
identity elements that equip brands to remain true 
to their identities in order to confront dynamic 
market environments (Kapferer, 2001:99). 

The brand identity prism argues that actual 
brand identity comprises of an internalised brand 
perspective, while conceived identity comprises 
of external brand interpretations. In essence, the 
views of the sender inform internalised elements, 
and those of the receiver inform external elements 
(Kapferer, 2001:100). 

The first external component is brand 
physique; this refers to the concrete facets that 
are triggered in consumers’ minds when the 
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name of the brand is mentioned. These could be 
sensory and objective characteristics. “Physique 
is both the brand’s backbone and its tangible 
added value” (Kapferer, 2001:99; Chevalier & 
Mazzalovo, 2008:187). The second component is 
relationship; conversely, relationship equates to 
service. Relationships are imperative, as brands 
are at the core of the transactions and exchanges 
that occur between people. A brand, therefore, 
builds relationships when it is communicated 
socially, while consumers may resonate with the 
brand because of one or more brand attributes 
(Kapferer, 2001:103). 

Brand reflection is the final external 
component; this is the market’s perception of the 
typical consumer that associates with a particular 
brand. A brand reflection is basically a customer 
reflection as if she/he would like to be associated 
or seen as a result of consuming a particular brand 
(Kapferer, 2001:103). 

Internalised components of the brand identity 
prism are the core elements that formulate actual 
brand identity, and brand personality is the first 
inner component. When consumers attribute 
human characteristics to a brand, it then assumes 
a personality. In essence, brand personality 
provides human characteristics to products and 
services as means to help consumers relate to 
companies, as purported by Kapferer (2001:101; 
Foley & Kendrick, 2006:56). Furthermore, a 
brand is personified by the manner in which it 
communicates its products. It is also through 
communication initiatives that brands assume 
personality traits, while the communicated 
brand then gradually develops into a character. 
It is, therefore, important that the message that is 
communicated by the brand is consistent with the 
brand’s personality in order for it to be believable 
to consumers (Keller, 2013:115). 

Conversely, brand culture emanates from the 
corporate cultural values of the original brand 
developer/s, which are often associated with 
geographical origins. A brand’s culture may be 
informed by the corporate culture of the brand’s 
country of origin and be developed based on 
an organisation’s values and principles. It also 
includes the principle, which governs the brand 


in its outward signs through communications and 
product experience (Chevalier & Mazzalovo, 
2008:188; Kapferer, 2001:101). Finally a brand’s 
“self-image” refers to the image that consumers 
have of themselves when consuming the brand, 
and can be seen as the target market’s own 
internal mirror. At this stage, it can be claimed 
that these consumers resonate with their brand, 
and the brand resonance model is addressed next 
(Kapferer, 2001:104). 


BRAND RESONANCE MODEL 


The brand resonance model approaches 
brand-building in four sequential steps that are 
dependent on the achieved objectives of previous 
steps. This model consists of six branding 
blocks, namely salience, performance, imagery, 
judgement, feelings and resonance. Judgment and 
performance are more rational in brand-building, 
while imagery and feelings adopt an emotional 
approach, and salience and resonance adopt both 
emotional and rational routes in brand-building 
(Keller, 2013:107). 

The importance of the brand resonance 
model is to illustrate how to start and sustain 
loyalty relationships with customers. The 
idea is to establish intimate relationships with 
customers, while they develop trust in the brand. 
Each step is dependent on objectives that are 
achieved in preceding steps. The level of brand 
identification and the type of brand relationship, 
which is developed with consumers, determine 
the level of brand resonance. The intensity of 
the psychological connections, repeat brand 
purchase, and information seeking about the 
brand, characterise brand resonance (Keller, 
2013:107-108). 


Brand salience 


In the first instance, a brand is salient when it 
forms part of the consumer’s consideration set. 
Conversely, dominant brands have greater levels 
of salience compared to smaller brands. This can 
be attributed to the fact that salience increases 
exponentially in relation to brand awareness. 
A salient brand is easily associated with a 
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consumer’s need, especially when that need arises 
(Keller, 2013:107-108). Salience is created when 
there is a link between a category need, and the 
brand is triggered during the purchase process. 
At this stage customer needs satisfied and 
category identification are the sub-dimensions 
(Rosenbaum-Elliott et al., 2011:196). 


Brand performance 


Brand performance refers to the actual 
operation of a product or service experience. It 
is therefore, imperative to produce a product or 
render a service that fully satisfies consumers’ 
needs, as this is a prerequisite for a successful 
marketing strategy (Keller, 2013:113). Its sub- 
dimensions are outlined below. 


e Primary ingredients and supplementary 
features: consumers have beliefs about the 
levels at which a product’s primary ingredients 
operate with essential and supplementary 
features. Some products’ attributes are 
essential for them to operate, while some are 
supplementary features. 

¢ Product __ reliability, durability and 
serviceability: reliability measures _ the 
consistency of the product’s performance 
over a certain period of time. Durability is 
the expected economic life of the product, 
while serviceability is the ease of repairing the 
product, if necessary. 

e Service effectiveness, efficiency and 
empathy: service effectiveness measures 
how the brand meets and exceeds customer 
expectations. Service efficiency describes 
the speed and responsiveness of the service, 
while service empathy expresses the service 
provider’s genuine care about customers, and 
the service that they receive. 

e Style and design: design is the functional 
aspect of how the product operates and 
how the design affects its performance. The 
performance may also be enhanced by sensory 
aspects such as product shape, colour and feel. 

¢ Price: Price is an important performance 


association because consumers may organise 
their product category knowledge based on 
the price tiers of different brands. 


An integral part of a brand’s performance 


also includes meeting customers’ 
psychological and social needs. Through 
intangible brand attributes, loyal customers 


want to align and associate themselves with 
their preferred brands (Keller, 2013:112). 


Brand imagery 


Consumers have abstract perceptions about 
brands, and these perceptions often have nothing 
to do with what the brand actually does. Brand 
imagery is an emotive dimension that refers to the 
intangible aspects of the brand, and such imagery 
can be formed directly from consumers’ brand 
experience and/or from communication mediums. 
Brand imagery is aimed at satisfying consumers’ 
psychological needs (Keller, 2013:113). Brand 
imagery sub-dimensions are outlined below. 


User profiles 


User profile gives a description of the type of 
consumer (person or organisation) that uses the 
brand. Furthermore, user profile may consist of 
actual brand consumers, or even a consumer’s 
idealised brand users (Keller, 2013:113-114). 


Purchase and usage situation 


Keller (2013:114-115) refers to the condition, 
situation, or setting under which a brand can be 
consumed as purchase and usage imagery. 


Brand personality and values 


The personality and values can be classified into 
demographics, lifestyles, and values that are 
used to describe human beings. Traits such as 
dependability, amicability and respectability can 
also be used to describe brand personality and 
values (Aaker, 1996:160). 


5 Brand identity: Theory versus practice in the South African banking sector 





Brand history, heritage and experience 


Brands may also assume certain associations 
based on their history. Such associations are often 
based on certain memorable events or brand 
encounters, and these may vary from personal 
brand experiences to experiences with friends or 
family. Collectively, a brand’s history, heritage 
and experience may yield the necessary strong 
points-of-difference, particularly in service 
industries (Keller, 2013:116). Services’ branding 
is addressed below. 


Branding Services 


Davis (2007:7) postulates that little attention 
has been given to service branding literature. 
She attributes this gap to the familiarity of brand 
names and goods, while the connection between 
brand names and services is inseparable, as 
service company names are their brands. The 
banking industry is a typical example; a bank’s 
clients would not necessarily know the bank’s 
brand; however, knowing the name of the bank is 
obvious (Kapferer, 2013:72). Skaalsvik and Olsen 
(2014:1216, 1219) note three service branding 
variables, namely customers, service leadership 
and service employees. Interaction between these 
three co-existing variables influences service 
brand development amongst various service 
providers. These authors purport that a successful 
service brand can be attained by building a service 
oriented and client centric culture. Branding in 
service industries has gone beyond making a 
brand more attractive, and has transformed into 
a catalyst for change in thinking, practice and 
culture. Branding services is now understood as 
an integral management ethos, rather than a mere 
marketing exercise (Woodger, 2008:277). Hence, 
successful service brands promote a strong 
culture of service excellence, client-centrism and 
relationship building (Gopalani, 2010:10). 


BRANDING OF FINANCIAL 
SERVICES 


Research, which was conducted by Devlin and 
McKechnie (2008:664), shows that consumers 
in the financial industry view services as being 
relatively generic. Hence, consumers in this 
sector believe that different financial institutions 


do not require significantly different skills 
and competencies in order to render services 
effectively. In cases where the one institution 
lacks a particular competence, it is highly likely 
that the competing brand will provide such a 
service (de Chernatony & Cottam, 2006:624). 
Some brands have loyal clients in the financial 
sector, and this loyalty can be attributed to (but 
not limited to) distinctive brand differentiation 
(Hinson, Owusu-Frimpong & Dasah; 2011:269; 
Devlin & McKenchie; 2008:659). Overall, brand 
differentiation and, ultimately, distinction, are at 
the core of successful financial service brands (de 
Chernatony & Cottam, 2006:623-624,627). Such 
consumer orientation can also be demonstrated 
in a company’s mission, vision and values. These 
corporate principles are particularly important 
in bank brands, as consumers would require to 
understand an institution where they invest an 
asset, which is money (Bravo, Pina & Matute., 
2012:675; Melnick, 2012:20-21). 


BRANDING BANKS 


The perceived generic bank products compel 
bank brands to apply monolithic branding 
initiatives for differentiation purposes (Ohnemus, 
2009:197). Customer satisfaction is an imperative 
in this sector, as individually customised service 
offerings can also serve differentiation purposes. 
It can, therefore, be deduced that there is a strong 
correlation between customer satisfaction, brand 
differentiation and market dominance in the 
banking sector (Hinson et al., 2011:269; Ohnemus, 
2009:199). Furthermore, service _— quality, 
perceived value and corporate credibility are 
other interlinking factors that formulate a bank’s 
service strategy. In this regard, it is imperative for 
banks to apply service strategies that encompass 
all interlinking and necessary variables such 
as service offerings and what the brand stands 
for. Additionally, the value offering that a bank 
communicates should be consistent with what 
employees portray (Jahanzeb, Fatima & Butt, 
2013:137). Employee behaviour that contradicts 
a bank’s brand during client or stakeholder 
interaction is considered to be brand sabotage 
(Wallace & de Chernatony, 2009:203,207). 
Woodger (2008:277) observes that ambitious, 
well rewarded and friendly staff members are 
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key for brand differentiation, particularly in the 
banking sector. 


BRANDING AND BRAND IDENTITY 
IN THE SOUTH AFRICAN BANKING 
SECTOR 


As postulated by Kotler and Pfoertsch 
(2006:94) and Powell, Elving, Dodd and Sloan 
(2009:451-452), there are discrepancies between 
employees’ perceptions of the operational realities 
of their institutions, and what they perceive to 
be top management’s ideal identity. The authors 
claim that a bank’s identity may even be perceived 
differently, depending on the various sections and 
levels within the bank. Consequently, some bank 
institutions have enjoyed limited success in trying 
to project the actual corporate brand identity 
(O’Loughlin & Szmigin, 2005:21). Therefore, 
they propose that in order for financial institutions 
to obtain top management’s ideal identity within 
an organisation, they could firstly acknowledge 
that possible different identities exist in various 
divisions. 

Therefore, when a bank attempts a major 
corporate brand update or rebranding, employees 
should be engaged, while their different cultures 
should also be taken into account. This may 
increase the understanding of the brand, and 
eliminate uncertainty amongst staff about 
desired forms of behaviour, particularly in client 
contact situations (de Chernatony & Cottam, 
2006:94). Additionally, internal workshops may 
be conducted with staff to provide them with an 
understanding of their brand, and to clarify the 
desired brand’s interpretation. Furthermore, bank 
staff could be made aware of the role of the brand 
as a risk reducer, creating loyalty and enhancing 
customer confidence (de Chernatony & Cottam, 
2006:624). 

The above arguments show that redefining a 
bank’s purpose and its identity is a continuous 
process. Bank brands are, therefore, heavily reliant 
on brand campaigns. Through brand campaigns, 
banks can communicate their values and identity, 
as they have nothing tangible to demonstrate to 
potential clients (Kapferer, 2001: 49,102,131). 
Such branding imperatives are fundamentally 


critical in the oligopolistic banking sector such as 
the South African banking sector. 


RESEARCH METHOD 


Figure | presents the study’s research design and 
strategy, and how research insights were attained. 
Marketing research literature presents three main 
research design approaches, namely descriptive, 
exploratory and causal research. Furthermore, 
determining the appropriate approach is based on 
three factors, which include: (i) the nature of the 
initial problem/opportunity; (ii) the set of research 
questions; and (iii) the research objective (Hair, 
Bush & Ortinau, 2006:221). An exploratory study, 
and the relevant research tactics are elucidated 
below. 

Based on the nature of the research problem 
and objectives, qualitative methodology was 
deemed to be the most suitable research technique 
to guide and gather information for the present 
study. The purpose of exploratory research 
is to better understand consumer behaviour 
by way of exploration (Cooper & Schindler, 
2006:198,202,216-217; Gupta, 2010:41). This 
study extrapolated consumer attitudes, opinions 
and beliefs within the South African banking 
sector, and bank brand ‘A’ was used as a case. 
Therefore, this design collected primary and 
secondary qualitative data within the South 
African banking sector, and used a structured format 
to interpret the data (Hair et al., 2006:63). 


Data collection techniques 


For a holistic understanding of what is currently 
known, existing branding literature (secondary data) 
was consulted, while new insights (primary data) 
were extrapolated from study participants and brand 
documents in order to achieve study purposes. In 
essence, a major bank brand documents contain 
details of the bank’s brand identity were obtained 
from their marketing department for analysis and 
comparative purposes. For a further extrapolation 
of the major bank brand’s identity hereon termed 
as bank A, individual in-depth interviews were 
conducted with bank A’smarketing executives and 
branch employees. The interviews were conducted 
by the researcher, and engagement with participants 
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was characterised by flexible interaction that 
encouraged dialogue about bank A as a brand 
(Chisnall, 2005:219). Therefore, this study reached 
its objectives by triangulating findings from branding 
literature, document analysis, and by conducting 
individual in-depth interviews. The data that was 
collected was used to test the consistency and 
alignment, or lack thereof, between brand identity 
theory (internal building blocks and sub-dimensions 
of the brand resonance model) and actual practice 
(Bank brand ‘A’ documents, marketing executives, 
and branch employees). 


Sample method 


To reach satisfactory levels of trustworthiness, 
credibility, naturalistic generalisability the study's 
population comprised of a major bank’s marketing 
executives and branch employees in Cape Town 
(Steenkamp, 2016:111-112). Execution of a fixed 
pre-specified sample size was chosen by the 
researcher; hence, the number of sample units was 
determined beforehand. This study applied a non- 
probable judgemental sampling method, as selection 
of population elements was determined by an 
expert in the field of statistics? researcher (Wilson, 
2006:200; Zikmund & Babin, 2007:411). 


Data collection 


A total of 22 semi-structured individual in-depth 
interviews were conducted, comprising of 16 branch 
employees, two marketing executives, and four 
branch managers of bank A. An expert researcher 
deemed the sample frame to be sufficient for a 
qualitative research study 


Interview guide 


As mentioned above, the objective of the current 
study was to confirm alignment between Bank 
A’s actual brand identity and the brand resonance 
model theory, with a specific focus on the salience, 
performance, and imagery building blocks, as 
well as the subsequent sub-dimensions. In this 
regard, the interview guide designs were informed 
by the applicable brand-building blocks and the 


sub-dimensions. The findings of this study are 
thus reported per brand-building block and sub- 
dimensions, while all applicable internal brand- 
building blocks’ (and sub-dimensions) theories were 
tested against practice. 


Data analysis tool 


Individual in-depth interviews that were 
conducted were transcribed, after which ATLAS.ti 
version 7 was utilised to code the data for analysis 
purposes. In this regard, citations from coded text 
were referenced as follows: if the citation is: “1:10 
we do not want our clients waiting longer than 15 
minutes and we’re sitting currently on 12 minutes 
(21:21)”, the in-text reference is (P1:10; 21:21), 
which means that the citation can be found in 
primary document |, and the citation was the 10th 
one in the document, while 21:21 means that the 
citation begins and ends in paragraph 21. 


Empirical findings and analysis 


The research findings are reported according 
to the brand-building block and sub-dimension 
sequence. However, findings from document analysis 
are reported on first within the building blocks and 
sub-dimension’s order. Therefore, the sequence that 
was adopted was that each building block and sub- 
dimension reports on document analysis findings 
first, followed by marketing executives’ inputs, 
after which branch employees’ perspectives are 
elucidated on. Thereafter, sub-conclusions are made, 
in relation to alignment or lack thereof between 
brand documents and employees’ reflections; 
theory versus research findings or practice; and, 
finally, confirmation or non-confirmation of the 
applicability of brand-building blocks, are clarified. 
The current research reached its conclusions based 
on the triangulated research findings. 


Brand salience 


Based on the findings of this specific building 
block, there is an evident misalignment between what 
brand documents and marketing executives describe 
to be the Banks A’s slogan, and what it stands for, 
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and branch employees’ knowledge (or lack thereof) 
of the slogan’s meaning. Therefore, no alignment 
was found between brand documents and marketing 
executives’ brand slogan narrative, as well as branch 
employees’ perspectives. Hence, it can be stated that 
brand salience theory is not congruent with practice, 
as there is a gap between theory and current practice 
in this context. In essence, the brand salience brand- 
building block was not confirmed in the South 
African banking sector. 


Category identification 


The findings of this study revealed that 
Bank A is a bank that operates in a broad 
product category, as it faces direct and indirect 
competition. Therefore, the bank’s (direct and 
indirect) competitor identification is consistent 
with Keller’s (2013:73) assertion that big brands 
can face indirect competition in a broad product 
category. Hence, it can be argued that product 
category theory and practice are aligned in the 





Exploratory research design 










Literature 
review 


Sales 
Consultant 
N=4 


Team 
Leaders 


Branch 
managers 


N=4 N= 4 





Tellers 
N= 4 


South African banking sector. Furthermore, the 
current research presents consistent findings 
in terms of competitor identification between 
branding documents, marketing executives, 
and branch employees. Therefore, the category 
identification sub-dimension was confirmed in 
this sector. 


Needs satisfied: 


The research findings reported on a bank 
brand that provides primary banking needs to its 
clients, as well as services beyond basic banking 
functions. This claim is justified by findings that 
revealed the various banking functions that the 
major bank offers, as well as their green initiatives 
(environmental friendliness) and corporate social 
investment efforts. Thus, it can be stated that 
branding theory regarding the needs satisfaction 
sub-dimension is aligned to practice, as the needs 
that the major bank seeks to satisfy were alluded 
to by brand documents, which were further 
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TABLE 1: 
SAMPLE UNITS (PARTICIPANTS) 
Date August 2015 July 2016 
Position Group Group 
Marketing & Marketing & Branch ean Laaders Sales Eaauities Tellers 
Communication: Communication: Managers consultants a 
Executive Divisional Head 
Number of 
participants i j 4 ‘ 4 = + 
Office Sandton Sandton 
Johannesburg Johannesburg Cape Town Cape Town Cape Town Cape Town Cape Town 
A ae bank Mead office, 129 Cavendish branch, Somerset West branch, Parow Centre branch, Cape Town Branch 
Revonia Sandton 





supported by the marketing executives and branch 
employees. Therefore, the needs satisfied sub- 
dimension was confirmed in the South African 
banking sector. 


Performance and primary characteristics: 


A marketing executive (P21:1; 8:8) mentioned 
that the South African banking sector is generic, 
thus Bank A’s products are similar to other banks, 
and that only perceptual price differences exist 
in consumers’ minds. Furthermore, an alignment 
of views between brand documentation and the 
study’s participants (P19:1; 5:5; P12:35; 59:59; 
9:49; 15:15; P22:9; 10:10; P6:25; 43:43; P3:4; 
5:5) regarding Bank A’s primary products, can be 
claimed, as there was consistency amongst some 
of the primary products that were mentioned. 
Hence, it can be argued that brand performance 
and primary products theory is aligned to practice. 
Therefore, the performance brand-building block 
and the primary characteristics sub-dimension 
were confirmed to be applicable in this sector. 


Secondary features 


Bank A’s brand documents and the study 
participants (P22:9; 10:10; P6:25; 43:43; P3:4; 
5:5; P10:11; 21:21) all referred to secondary 
features or platforms that the bank developed and 
implemented in order to supplement their basic 
banking functions. Therefore, theory is aligned 
to practice in relation to the secondary features 


sub-dimension, which the research findings from 
both the documentation and the study participants 
concurred. Therefore, it can be reported that the 
secondary feature sub-dimension was confirmed 
in the sector under investigation. 


Product reliability, durability, and 
serviceability 


The product reliability sub-dimension is 
not applicable to the service sector because of 
an inherent characteristic of intangibility and 
heterogeneity. Likewise, services do not entail an 
economic life, hence durability sub-dimensions 
were not applicable in this study. Furthermore, 
services cannot be repaired, as they are intangible, 
hence the serviceability sub-dimension was not 
applicable. (Shanker, 2010:35; Peter & Donnelly, 
2004:178). Therefore, this study did not test the 
product reliability, durability, and serviceability 
sub-dimensions’ practices. 


Service effectiveness 


The study’s findings (participants, P22:17; 
25:25; P17:44; 31:31; P13:25; 61:61; P20:44; 
17:17) revealed various elements that are required 
to provide superior services. Hence, it can be 
argued that service effectiveness theory is aligned 
to practice in the sector that was investigated. 
Consistent findings between documentation, 
marketing executives, and branch employees were 
not expected owing to the variety of factors that 
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FIGURE 2: 
INTERNAL BRAND BUILDING BLOCKS AND SUB-DIMENSION FINDINGS 
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influence what could be deemed to be a superior 
service or service failure. However, based on the 
various service enhancement elements, which 
were alluded to in the brand documents and by 
the study’s participants, it can be stated that there 
was alignment. Hence, the service effectiveness 
sub-dimension was confirmed to be applicable in 
this sector. 


Efficiency and empathy 


These were alluded to by participants (P22:16; 
25:25; P1:10; 21:21; P5:10; 23:23, P8:15; 27:27 
and P21:49; 111:111; P3:31; 49:49; P1:45; 63:63; 
P15:27; 63:63, respectively)..In this regard, the 
service efficiency sub-dimension theory is aligned 
to practice, as the brand documentation and all the 
study participants alluded to the importance of 


the timeframe that it takes to serve their clients. 
However, according to the research findings, there 
is evidently misalignment in respect of the actual 
time that it takes (or should take) to service a client 
in bank A’s branch. Therefore, inconsistency was 
found between the brand documents, marketing 
executives and branch employees regarding the 
actual time that it should take to serve a client 
in bank A’s branch. Consequently, the efficiency 
sub-dimension was not confirmed in this sector. 
Additionally, findings from the brand documents, 
marketing executives and branch employees were 
consistent of their emphasis of the importance 
of care and treatment when dealing with clients. 
Hence, it can be argued that the empathy sub- 
dimension theory is aligned to practice, and was 
thus confirmed. 
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Distribution and servicescape 


Marketing executives and branch employees 
(P22:15; 24:24; P4:17; 33:33, P9:19; 35:35; 
P15:15; 33:33) mentioned one or more elements 
that describe the major bank’s distribution and 
servicescape. Similar descriptions of the settings 
of the bank’s branches, and the environment that 
they seek to create were alluded to in the brand 
documents. In this regard, the distribution and 
servicescape sub-dimension theory is aligned 
to practice, and as a result was confirmed in the 
South African banking sector. 


Price 


This sub-dimension and its associations were 
mentioned by the marketing executives and branch 
employees (P21:35; 81:81; P20:1; 3:3; P8:21; 
41:41; P20:32; 43:43), and was also referred to in 
the brand documents, hence it can be claimed that 
the theory is congruent with practice. However, 
there was clear inconsistency in terms of the 
pricing strategy that the major bank applies, and 
this was evident amongst the brand documents, 
marketing executives and branch employees. 
Nevertheless, the price sub-dimension was 
confirmed to be applicable in the sector. 


Brand imagery 


This entails ways in which a brand seeks to meet 
customers’ psychological needs; in other words, 
how customers think about a brand abstractly 
(Keller, 2013:113). In this regard, the findings that 
were revealed by the brand documents articulated 
the psychological customer needs that bank ‘A’ 
seeks to satisfy, whilst marketing executives 
and branch employees contradicted this claim. 
However, brand imagery was found to be aligned 
to practice. This conclusion is substantiated by 
sub-dimension findings of this block. Hence, in 
order to conclude on the holistic applicability of 
the brand imagery brand-building block, its sub- 
dimension’s findings are looked at below. 


User profiles 


A description of the major bank’s user profile 
was found in brand documents, and this description 
was consistent with the description mentioned 
by marketing executives and branch employees 


(P21:37; 85:85; P1:21; 39:39; P6:30; 55:55; 
P10:30; 57:57; P16:34; 57:57). Hence, it can be 
claimed that the user profile sub-dimension theory 
is aligned to practice. Therefore, the user profile 
sub-dimension was confirmed to be applicable in 
this sector. 


Purchase and usage situation 


This sub-dimension theory was found to be 
congruent with current practice, as the findings 
that were extrapolated from brand documents 
were found to be consistent with the participants’ 
(P22:11; 14:14; P17:13; 25:25; P19:19; 49:49; 
P18:9; 14:14) descriptions of the bank’s purchase 
and usage platforms. It can, therefore, be reported 
that the purchase and usage sub-dimension was 
confirmed. 


Brand personality and values: 


This was referred to by participants (P21:42; 
91:91; P22:22; 38:38; P11:20; 46:46; P20:25; 
33:33; P3:32; 51:51 and P21:43; 93:93; P6:11; 
23:23; P12:25; 51:51; P14:21; 53:53; P20:26; 
35:35, respectively). In line with Keller’s 
(2013:115) theoretical underpinning (of brand 
personality and values), the brand personality 
sub-dimension theory was found to be aligned 
to practice, as brand documents, marketing 
executives and branch employees alluded to 
human personality traits in their account of the 
major bank’s brand personality. However, it is 
worth reporting that only the marketing executives’ 
descriptions of brand values were aligned to the 
brand documents, while the branch employees’ 
descriptions differed. Regardless, the research 
findings depict the brand personality and value 
sub-dimension to be applicable within the South 
African banking sector. 


Brand history, heritage and experience 


Consistent with accounts found in the brand 
documents, participants (P21:43; 93:93; P6:11; 
23:23; P12:25; 51:51; P14:21; 53:53; P20:26; 
35:35) alluded to the major bank’s brand 
history, heritage and experience sub-dimension. 
In essence, there was an alignment of views 
amongst the marketing executives, branch 
employees and brand documents regarding this 
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sub-dimension. It can, therefore, be argued that 
the brand history, heritage and experiences sub- 
dimension theory is aligned to practice. Hence, 
it can be claimed that the brand history, heritage 
and experience sub-dimension was confirmed in 
the South African banking sector. 

In conclusion, a question therefore 
arises, what informs brand identity strategy 
formulation, where gaps were found between 
theory and practice in this sector? In light of this 
argument, this study proposed recommendation 
that could assist banking institution in building 
an aligned identity. 


RECOMMENDATIONS 


The ideal situation in building strong brands is 
for companies to firstly invest in internal brand- 
building activities (salience, performance and 
imagery). Such efforts would elicit favourable 
responses by external stakeholders and 
consumers (judgment, feelings and resonance). 
In this regard, in order to attain brand salience, 
brand communication activities that are targeted 
at internal employees are options in an attempt 
to re-introduce and instil a brand’s identity. 
Such internal branding activities would entail an 
unequivocal communication of brand identity 
elements such as brand slogan, logos, symbols 
and signage, amongst others (Keller, 2013:30). 
This would enable employees to recall and 
recognise the various brand identity elements 
under different circumstances. Furthermore, 
the research findings presented a generic South 
African banking sector, as it is believed that 
all banks provide similar services. This study 
recommends that bank brands should create 
perceptual points-of-difference with their 
competitors, in order to be preferred in this 
generic sector. In essence, such differentiating 
factors could be obtained by how a bank’s brand 
is positioned in consumers’ minds. Furthermore, 
superior service rendering can differentiate 
one bank brand from its competitors, and thus 
yield a competitive advantage. Lastly, in order 
to be distinctive, in what clearly appears to be 
a generic sector, this study recommends that 


South African banks should provide services 
that are beyond their basic bank functions. 
Corporate social investment projects (among 
many) may enable a bank brand to meet its 
consumers’ psychological and social needs, 
and consequently these consumers may form 
imagery association with the brand. 


CONCLUSIONS AND FURTHER 
RESEARCH 


This study focused on the internally controlled 
brand resonance model brand-building blocks, 
and subsequent sub-dimensions, and _ tested 
alignment between the theory and practice. In 
essence, the study reached its conclusions by 
triangulation from brand documents, branch 
employees and marketing executives of bank 
brand ‘A’ in the South African banking sector. 
In this regard, the brand salience brand-building 
block theory was found not to be aligned to 
practice, and thus not confirmed in this sector, as 
was efficiency, a performance sub-dimensions. 
The brand imagery building block theory was 
found to be aligned to practice, as were its sub- 
dimensions, and was, therefore, confirmed in 
this sector. Therefore, it can be stated that the 
study’s research objectives were achieved. 

Futhermore, this study recommends. that 
further research should be conducted on brand 
judgment, feeling, and resonance _brand- 
building blocks and its sub-dimensions, and 
their applicability within service sectors. Such 
a study would test congruence between the 
brand identity and brand image of a service 
brand. Therefore, the study participants would 
comprise of internal employees (identity) and 
external customers (image). Such a study would 
investigate whether congruence can be found 
between brand identity and brand image. 
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ABSTRACT 





The purpose of this study is to examine levels of shopper satisfaction with sportswear stores in a 
particular township, as well as their loyalty to these stores, and the attributes they consider when 
selecting which stores to shop at. A structured questionnaire was used to collect data from 489 
shoppers who patronise sportswear stores at the malls located in the Soweto township in Gauteng, 
South Africa. The findings show moderate levels of shopper satisfaction with stores. The results 
also show that loyalty towards a particular store is strongly related to customer satisfaction levels. 
The conduct of store staff, brand availability, price promotion and store atmosphere were all found 
to be factors that shoppers consider when selecting sportswear shops. No significant differences 
were found in levels of satisfaction, store loyalty and the importance associated with store attributes 
by customers of different gender, age and income group. The findings in the study are of practical 
significance in that they can assist mall and store managers to develop effective retail marketing 


strategies targeted at consumers in urbanised townships. 
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Since the end of apartheid in 1994, the South 
African retail landscape has changed significantly. 
Today, the country has one of the most rapidly- 
developing retail terrains in the world. Terblanche 
(2002:26) has observed that, apart from uniquely 
South African spaza shops (i.e. informal 
convenience shops), South Africa has a growing 
number of retail institutions that are comparable 
to the best in the world. One of the notable 
developments in the sector include the opening 
of shopping malls in areas that were previously 
designated for blacks, namely townships. Due to 
the under-provision of formal retailing as a result 
of apartheid laws, township residents used to 
do their shopping in the main city centres or in 
shopping malls around places where they worked, 
which were outside their towns (Ligthelm, 2008). 


The township retail landscape was_ therefore 
largely dominated by small informal businesses 
offering basic products to a largely low-income 
consumer market (van Scheers, 2010). 

Since 1994, there has been substantial growth in 
retail infrastructure and facilities in South Africa, 
particularly within townships. Many large chain 
retailers have opened stores in the shopping malls 
that have been established in these townships 
(Gauteng Provincial Treasury, 2012). Haggard 
(2015) remarks that the retail market in townships 
has boomed as a result of strong demand for an 
improved shopping experience, as well as an 
increase in the disposable incomes of households. 
Dannenberg (2013) notes that the saturation in 
some urban markets has also prompted major retail 
chain stores to exploit opportunities in townships. 
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Adatia (2010) as well as Tustin and Strydom 
(2006) have pointed out that such developments 
in townships attract customers and enable them to 
enjoy convenient and secure shopping. 

Considering the need for business managers 
to have a good understanding of their target 
customers’ needs, wants and expectations, the need 
for research on consumers in townships cannot be 
overemphasised. Such research is indispensable if 
retailers hope to succeed in these new operating 
environments. Without the understanding this 
research provides, it will be difficult for retailers 
to effectively appeal to their customers. This 
study aims to contribute to this burgeoning field of 
research by focusing on perceptions, satisfaction 
levels and loyalty of customers of sports apparel 
shops in township malls. Research shows that 
shoppers make conscious decisions regarding the 
stores to patronise based on store attributes (Malan, 
2011; Mathaba, 2013). Store attributes are retail 
environment related factors which may excite a 
consumers’ desire to purchase products. Taking 
into account the caution of Chen-Yu and Seock 
(2002) against researching different types of stores 
together, the focus of this study is sports apparel 
shops only. These authors advise against studying 
different types of stores simultaneously because 
attributes that may be important to customers 
when selecting one type of store to shop in may be 
less essential when they are choosing other types 
of stores. Theodoridis and Chatzipanagiotou 
(2009) also note that the importance of different 
store attributes varies as a result of store type as 
well as consumer characteristics. 

Thus, by focusing on sports apparel shops in 
township malls, the specific objectives of this 
study are to (a) examine township customers’ 
levels of satisfaction with available sports apparel 
shops, (b) investigate township customers’ loyalty 
towards sports apparel stores that they shop at, 
(c) to uncover factors that township shoppers 
consider in selecting sports apparel stores to 
patronise, as well as (d) examine if there are 
differences in levels of satisfaction, loyalty and 
important store choice factors among customers 
of different demographic backgrounds. 


LITERATURE REVIEW 
Customer Satisfaction 


The main aim of most retailers is to have 
satisfied customers who are loyal so as to ensure 
longevity of business relations (Muhammad, 
Musa & Ali, 2014). According to Mukerjee 
(2013), this requires the implementation of 
a customer-orientated approach to retailing 
which reflects empathy, tracking of trends, and 
developing appropriate capabilities centered 
on the delivery of the desired customer value. 
Oliver (1997) describes satisfaction as _ the 
consumer’s fulfilment response, a judgement that 
a product or service provides a pleasurable level 
of consumption-related fulfilment. The level of 
customer satisfaction with a store is mainly based 
on results of a comparison between customers’ 
perceived and expected performance of the store 
(Helgen, Havold & Nesset, 2010). Beneke, Adams, 
Demetriou and Solomons (2011) describe store 
satisfaction as the consumers’ overall evaluation 
of their experience of a store they have visited. 

When it comes to shopping malls, customers 
may associate their satisfaction with a mall as a 
whole, or with specific stores housed by a mall. 
The focus of this study was levels of customer 
satisfaction with specific stores. As an outcome, 
satisfaction is caused by other factors, and in the 
case of stores, research emphasises the importance 
of identifying store attributes that shoppers regard 
as important in their shopping decisions (Chang, 
Cho, Turner, Gupta & Watchravesringkan 
2015; Shpétim, 2012). Store attributes are key 
to understanding customer response to stores 
(Hamrouni & Touzi, 2011). 


Store Attributes 


Previous studies indicate that consumers 
consider varied factors when choosing a store 
to patronise. Research conducted by Hassan, 
Muhammad and Abu Bakar (2010), Martinez- 
Ruiz, Jimenez-Zarco and Izquierdo-Yusta (2010) 
and Lu and Lukoma (2011) have found that 
product related attributes (price, product quality), 
customer service related attributes (reliable 
and quality services provided) and store related 
attributes (convenient location and operational 
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hours) have a significant and positive influence on 
store choice. Focusing specifically on sportswear 
retailers, Chang et al., (2015) state that sportswear 
apparel stores need to provide a broad assortment 
of good quality merchandise that is reasonably 
priced. Sinha and Banerjee (2004) observe that 
merchandise variety has been found to play an 
influential role in the store choice decisions of most 
consumers. Shoppers are known to prefer a store 
that offers an assortment of varied and appealing 
merchandise over one that does not (Dhurup & 
Oosthuyzen, 2010). Briesch, Chintagunta and Fox 
(2009) have also highlighted that depth, breadth, 
and quality of the assortment of merchandise 
available significantly affects store choice. 

Levels of customer satisfaction, which 
coincide with store choice, are influenced by 
store attributes. Affordable prices and a varied 
assortment of good quality products have been 
found to influence consumers’ level of satisfaction 
(Huddleston, Whipple, Mattick & Lee, 2009; 
Tanwar, 2013). Rahulan, Troynikov and Watson 
(2015) report that sportswear apparel consumers 
prefer shopping where sales assistants are experts 
and are, as a result, able to fully explain different 
product attributes and usage. Retailers who have 
helpful, courteous and knowledgeable employees 
tend to have high levels of store satisfaction 
(Lee, 2015). Chang et al. (2015) have found 
that dedicated sales assistants and pleasant store 
atmosphere have a positive impact on satisfaction, 
which increases the chance that sportswear 
apparel shoppers will revisit the store. According 
to Medrano, Olarte-Pascual, Pelegrin-Borondo 
and Sierra-Murillo (2016) and Pareek (2014), 
customer communication methods and personal 
attention are important antecedents of customer 
satisfaction. Retailers who provide quality service 
increase the likelihood of customer satisfaction 
and loyalty (Shpétim, 2012). 


Store loyalty 


Oliver (1997) defines store loyalty as the deeply 
held commitment to rebuy or repatronise a store 
consistently in the future. Consumers express 
loyalty by revisiting the same store (De Wulf & 


Odekerken-Schroder, 2003). Shoppers tend to 
become committed to a store whenever they feel 
that their needs are being met by the products and 
services offered (Shoemaker & Lewis, 1999). 
Caruana (2002) suggests that loyalty comprises 
two dimensions: attitudinal and _ behavioural 
loyalty. The dimension of attitudinal loyalty is 
measured by psychological commitment to the 
store of the targeted group of consumers, while 
the behavioural loyalty focuses on continual 
purchases from the same retailer (Bowen & Chen, 
2001). Research conducted by Yi and La (2004) 
reveals that loyal customers tend to maintain both 
an attitudinal and behavioural tendency towards 
a preferred store over time. Dimitriades (2006), 
as well as Grah and Tominc (2015), remark that 
loyal customers are potentially more profitable 
to retailers as they commonly become a useful 
source of increasing number of customers through 
positive word of mouth (WOM). Scholars such as 
Rundle-Thiele (2005) and Noordhoff, Pauwels 
and Schronder (2004) have found that loyal 
customers are less likely to shop around. 
Rowley (2005) has proposed a model of 
loyalty known as 4C, which divides customers 
divided into four categories. These are captives, 
convenience seekers, contented customers, and 
committed customers. According to the model: 
¢ Captive customers are defined as those who 
continually buy from the same retailer because 
there are no other choices; 

¢ Convenience seeker customers are always 
driven to a store by factors such as the physical 
proximity, operating hours and convenience; 

¢ Contented customers are those customers with 
favourable positive attitudes but with passive 
behaviour and they do not benefit from any 
other services or products related to the 
retailer; 

¢ Committed customers always purchase from 
the same retailer, and these kinds of customers 
always spread positive WOM to people around 
them. 


Curth, Uhrich and Benkenstein (2014) view 
commitment as a key determining factor of 
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maintaining customers’ relationships with a 
service organisation. Dagger, David and Ng (2011) 
suggest that business firms wishing to encourage 
customer commitment must devote time and invest 
in their desires, be responsive and put more effort 
into managing that relationship. Research shows 
that the higher the level of customer commitment, 
the more willing the customer is to spread positive 
word of mouth (Hur, Park & Kim, 2010; Ou, Shih, 
Chen & Wang, 2011). 

Wu (2011) argues that customer loyalty may 
be achieved in the following two ways: increasing 
satisfaction, and building switching barriers. 
While this is so, it is however important to note 
that only highly satisfied customers are likely to 
reflect true commitment towards a retail outlet 
(Lee, Lee & Kang, 2010). Ganguli and Kumar 
(2008) contend that customer satisfaction plays 
an important role in influencing whether or not 
consumers will buy from the same store again. 
Terblanche and Boshoff (2006), as well as Ibrahim 
and Najjar (2008), report that satisfaction with 
overall in-store encounters influences consumers’ 
attitude towards the store. Chen-Yu and Hong 
(2002), having examined  after-consumption 
responses of apparel, have found that satisfaction 
increases the possibility of positive future actions, 
including brand or store switching reluctance and 
willingness to spread word of mouth. Accordingly, 
it is hypothesised in this study that: Customer 
satisfaction with a sports retail store has a positive 
influence on loyalty. 


METHODOLOGY 
Research design and target population 


This study employed a quantitative research 
design, using the survey technique. This 
research design has the benefit of allowing for 
the collection of data from a large number of 
respondents (Zikmund & Babin, 2016). Collection 
of data from a large number of respondents was 
important in this study in order to allow for 
statistical hypothesis testing. The population of 
interest was black customers of sportswear shops 
from a particular township. To reiterate, the study 
was conducted in Soweto in the Gauteng province 


of South Africa. 


Sampling and data collection 


As there was no readily available list of 
sportswear customers from which to draw a 
random sample, the nonprobability sampling 
method in the form of convenience sampling was 
used to select respondents. Willing respondents 
who were 18 years and above were allowed to 
participate in the study. 

Data collection was done using a self- 
administered structured questionnaire. A mall 
intercept survey was employed for this study. This 
type of survey was chosen because of its low cost 
and because it is known to yield reliable responses 
(Wiid & Diggines, 2009). The study made use 
of multi-item scales to measure store attributes, 
customer satisfaction, and customer loyalty. The 
scales used were adapted from past studies. Use 
of scales adapted from past studies helps enhance 
validity of measures (Hair, Celsi, Oritinau & 
Busg, 2013:166). Store attributes was measured 
on a 7-point scale ranging from | = extremely 
unimportant to 7 = extremely important, and 
the items used were adapted from those used by 
Wang and Ha (2011). Customer satisfaction was 
measured on a 5-point Likert scale ranging from 1 
= strongly disagree to 5 = strongly agree, and the 
items used were adapted from Ha and Son (2014). 
Customer loyalty was measured on 5-point scale 
where | = definitely unlikely and 5 = definitely 
likely, using items adapted from Grah and Tominc 
(2015). 

A draft copy of the questionnaire was pre- 
tested on a convenient sample of five respondents 
with the aim of checking questions that were not 
very clear to respondents and correcting them. 
The final questionnaires were administered at 
three shopping malls in the Soweto area, namely 
Jabulani mall, Protea Gardens mall and Southgate 
mall. Trained field workers assisted with this. By 
the end of the data collection process, a total of 489 
usable questionnaires were received. The sample 
size is comparable to that used in other consumer 
studies focused on store choice, including those 
conducted by Morschett, Swoboda and Foscht 
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(2005), Carpenter and Moore (2006), and Wirtz, 
Mattila and Tan (2007). Ethical guidelines, 
as elucidated by Lutabingwa and Nethonzhe 
(2006:697) were adhered to throughout this study. 
These included ensuring informed consent and 
voluntary participation by respondents, keeping 
the identity of respondents confidential and 


anonymous, as well as ensuring professionalism 
during fieldwork and data analysis. 

The sample in this study comprised 51 percent 
males, and 49 percent were females. In terms of 
age, 62.6 percent of the respondents were below 
30 years of age, 37.4 percent were between 
30 and 59 years of age, and only 2 percent of 
respondents were aged over 59. The majority of 
the respondents (58.1 percent) were in the lower 
income group, earning an annual income of less 
than R100,000 per year. Those earning an annual 
income between R100,000 and R200,000 were 


26.8 percent of the respondents while 9.4 percent 
were earning an income between R200,000 and 
R300,000 per year, 1 percent were earning an 
annual income between R400,000 and R500,000 
and only 0.8 percent of respondents earned annual 
incomes above R600,000. 


Data analysis 


Version 22.0 of the Statistical Package for 
Social Science (SPSS) was used to analyse the 
data. The main statistical tools used include 
descriptive analysis, an independent sample t test, 
an analysis of variance, and regression analysis. 
Before the main analysis, all multi-item constructs 
were tested for reliability using Cronbach’s alpha 
coefficient. According to Zikmund and Babin 
(2016), alpha values of .7 and above indicate 
satisfactory levels of construct reliability. The 
results, presented in Table 1, show that all 
constructs had alpha coefficients greater than .7. 


TABLE 1: 
CONSTRUCT RELIABILITY 


Construct Items 


Customer satisfaction 
with store/s 


- | am satisfied with my decision to purchase sportswear at this/these store/s 
- |made a wise decision to purchase sportswear at this/these store/s 


Alpha 
Coefficient 


881 


- When | finished my shopping and come out of this/these store/s, | feel like | did the right thing 
- | am satisfied with my shopping experiences in this/these store/s 


- This/these store/s meets my expectations 


Customer loyalty 
- | would recommend this store to a friend 


- | would continue to patronize this store in the future 


842 


- |am committed to maintaining my purchase at this store in the future 
- | plan to maintain my shopping habits at this store in the future 


Store Attribute 


Sales assistants 


- The willingness of sales personnel to help customers 


917 


- The treatment by the sales personnel towards customers in the store 
- The personal attention displayed by sales personnel 
- The ability of sales personnel to respond to customer requests 


Store atmospherics - The fashionability of the store interior 
- The style of decor in the store 


- The attractiveness of the decor in the store 


Brand availability - The variety of brands carried by the store. 
- The availability of exclusive merchandise 


- The availability of branded labels (e.g. Nike) 


Price and promotions - The availability of gift vouchers 
- The sales with marked-down prices 


- The availability of special offers 


.906 


165 


157 
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The values ranged from .757 to .917, indicating 
acceptable levels of reliability. 


RESULTS 


Table 2 presents this study’s findings on levels 
of customer satisfaction with store(s) where they 
had purchased sportswear, as well as their loyalty 
to these stores. According to the results, shoppers 
were Satisfied with the stores (mean = 4.02). An 
examination of the levels of satisfaction based on 
different shopper segments showed that there were 
slight differences in levels of satisfaction between 
shoppers of different backgrounds. Male shoppers, 
for example, showed slightly higher levels of 
satisfaction with the shops than female shoppers. 
Shoppers of 30 years of age and above showed 
slightly higher levels of satisfaction than those 
under 30. Similarly, minor differences in levels 
of satisfaction were observed between shoppers 
from the different income groups investigated. 
Customers who earn less than R100,000 annually 
showed a slightly higher level of satisfaction than 
those who earn over R100,000 and above. 

Findings on loyalty to sportswear stores were 
similar to those reflecting levels of customer 
satisfaction. The shoppers showed moderate 
levels of loyalty, evidenced by a mean value of 
3.97 on a 5-point scale. The mean for loyalty 
was however lower than that of satisfaction. This 
is likely due to the fact that although levels of 
satisfaction were higher, not all satisfied shoppers 
had similarly higher intentions to be loyal to the 
store that they had bought from. Examination of 
the descriptive statistics (means) of the different 
shopper segments shows wider differences in 
loyalty between male and female shoppers. Male 
shoppers showed slightly higher levels of loyalty 
to stores than female shoppers. Small differences 
were observed between shoppers of different age 
and income groups. The mean for those shoppers 
who were under 30 years of age, as well as for 
shoppers whose annual income was less than 
R100,000, was found to be slightly lower at 3.95, 
while that of those aged 30 and above, as well 
as those with annual incomes of R100,000 and 
above, was 4.02. 

Table 3 presents descriptive statistics (means) 
on the level of importance attributed to different 


TABLE 2: 

DESCRIPTIVE STATISTICS 
BACKGROUND CHARACTERISTICS VS. 
LEVELS OF CUSTOMER SATISFACTION 

AND COMMITMENT INTENTIONS 








Customer satisfaction | Customer loyalty 
Mean Std. Mean Std. 
Deviation Deviation 
Gender 
Males 4.07 677 4.01 813 
Females 3.97 701 3.92 844 
Age group 
Under 30 4.02 700 3.95 871 
30 and above 4.04 .670 4.00 747 
Annual income 
group 
Less thanR100,000 4.03 .680 3.95 826 
R 100,000 plus 4.02 702 400 828 
All respondents 4.02 689 3.97 827 


Note: The maximum attainable score for customer satisfaction and 
customer loyalty was 5 


store attributes by sportswear buyers. The 
results show that the conduct of store assistants (M 
= 5.13) seems to be of high importance to shoppers. 
This was followed in order by brand availability 
(M = 5.05), price promotions (M = 5.03), and store 
atmospherics (M = 4.95). An examination of the 
findings at group level shows that both male and 
female shoppers placed the highest importance on 
the conduct of store assistants. This was followed 
by brand availability and price promotions for 
both genders The category of respondents under 
30 years of age had their highest mean on store 
assistants, and those in the category of 30 and 
above had their highest mean on brand availability. 
The conduct of store assistants was also rated to 
be the most important consideration by shoppers 
from the different income segments. 

An independent sample t-test was conducted 
in order to find out if there were significant 
differences in levels of satisfaction with stores, 
customer loyalty, as well as the perceived 
importance of store attributes among customers of 
different demographic backgrounds. The findings, 
presented in Table 4, show that while there were 
differences between the groups of shoppers in 
terms of levels of satisfaction with stores, customer 
loyalty, and the level of importance attached to 
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TABLE 3: 
DESCRIPTIVE STATISTICS 
STORE ATTRIBUTES AND DEMOGRAPHIC VARIABLES 





Store Assistants Store atmospheric Brand Availability Price Promotions 
Mean _ Std. Mean Std. Mean Std. Mean Std. 
Deviation Deviation Deviation Deviation 
Gender 
Males 5.14 1.629 499 1.622 5.10 1.289 5.02 1.444 
Females 5.11 1.524 4.91 1.531 5.00 1.304 5.03 1.404 
Age group 
Under 30 5.22 1.581 494 1.577 5.08 1.319 5.11 1.405 
30 and above 4.97 1.555 496 1.572 5.01 1.266 4.89 1.450 
Annual income group 
Less than R100,000 5.08 1.543 487 1.580 5.02 1.32 4.93 1.45 
R 100,000 plus 5.20 1.620 5.07 — 1.560 5.11 1.28 5.16 1.38 
All respondents 5.13 1.575 4.95 1.574 5.05 = 1.299 5.03 1.423 


Note: The maximum attainable score for customer satisfaction and customer loyalty was 5 


TABLE 4: 
INDEPENDENT SAMPLE T-TEST 
CUSTOMER SATISFACTION, LOYALTY AND STORE ATTRIBUTES 





95 percent confidence 


Sig Mean interval 
Variable t df (two tailed) Difference Lower Upper 
Gender Customer satisfaction 1.473 473.701 142 093 -.031 216 
(Males vs. Females) Customer loyalty 1.186 475.528 236 090 -,059 238 
Store assistants 257 480.992 197 037 -.246 319 
Atmospherics 546 480.925 586 .078 -.204 361 
Brands 791 475.750 429 .094 -.139 326 
Promotions .046 480.137 .963 -.006 -.261 .249 
Age group Customer satisfaction -.401 394.163 .099 -.026 -.152 101 
(under 30 vs. 30 and above) Customer loyalty 652 429.125 515 -.049 195 098 
Store assistants 1.803 388.280 072 264 -.024 551 
Atmospherics -.130 384.115 .897 -.019 -.308 270 
Brands 541 395.919 589 .065 -171 302 
Promotions 1.637 373.450 102 219 -.044 483 
Annual income group Customer satisfaction 163 429.100 871 010 -.115 135 
ae vs.R100,000 Customer loyalty 637 439.031 525 -.048 197 101 
Store assistants -.897 426.747 314 -.130 -.416 157 
Atmospherics -1.434 442.840 152 -.207 -.489 .076 
Brands -.158 447.430 447 -.090 -.324 143 


Promotions -1.780 453.286 073 -.232 -.486 .022 
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different store attributes when choosing stores, 
the differences were not statistically significant (p 
< .05). 

An independent sample t-test was conducted 
in order to find out if there were significant 
differences in levels of satisfaction with stores, 
customer loyalty, as well as the perceived 
importance of store attributes among customers of 
different demographic backgrounds. The findings, 
presented in Table 4, show that while there were 
differences between the groups of shoppers in 
terms of levels of satisfaction with stores, customer 
loyalty, and the level of importance attached to 
different store attributes when choosing stores, 
the differences were not statistically significant (p 
< .05). 

Further analysis was carried out with the data 
to ascertain whether satisfaction with stores 
customers had shopped at had some influence on 
their intentions to be loyal to those stores. The 
results, presented in Table 5, reveal a significant 
relationship between the two _ constructs. 
Customer loyalty to stores is significantly related 
to shoppers’ satisfaction with the stores (p = .000; 
B = .683). The adjusted R2 value was found to be 
0.465. This means that 46.5 percent of the variance 
in customer loyalty was attributable to customer 
satisfaction with a sports retail store. Accordingly, 
the hypothesis that customer satisfaction with a 
sports retail store has a positive influence on 


loyalty is accepted. 


DISCUSSION AND IMPLICATIONS 


Ensuring customer satisfaction is one of the 
core concerns in a business’s activities. Managers 
of shopping malls need to ensure that they attract 
a mix of stores to their malls that will provide 
customers with a satisfactory shopping experience. 
The findings of this study show that the surveyed 
customers of sportswear stores were moderately 
satisfied with the store(s) they had bought from. 
The findings also show positive relations between 
satisfaction and loyalty for sportswear stores 
in the area. The positive link found between 
customer satisfaction and loyalty is in line with 
arguments presented in past studies that looked 
at similar concepts, including those conducted by 
Ganguli and Kumar (2008) and Grace and O’Cass 
(2005). Similar attributes examined in this study 
were considered to be important by shoppers, as 
evidenced by mean values which were all higher 
than 4.5 on a 5-point scale. The findings in this 
study reveal that the conduct of staff is the most 
important attribute considered by shoppers, 
and that is in line with the results of Hamrouni 
and Touzi (2011) who noted that shoppers 
consider a wide range of factors when deciding 
which stores to patronise. An examination of 
customer satisfaction, loyalty, as well as store 


TABLE 5: 
REGRESSION ANALYSIS: 
CUSTOMER SATISFACTION AND CUSTOMER LOYALTY 


Unstandardised 


Unstandardised 


coefficients coefficients 
Standard 
Model Independent variable B Error Beta t Sig. 
1 (Constant) 670 .163 4.12 .000 
Customer satisfaction 820 .040 683 20.59 .000 
Adjusted Std Error 
Model R R Square R Square of the estimate Model R 
683 466 465 605 683 466 
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attributes which are considered to be important 
showed no significant differences in the way 
shoppers of different demographic backgrounds 
perceived these. Lamb, Hair, McDaniel, Boshoff, 
Terblanche, Elliot and Klopper (2010) emphasise 
the importance of marketers examining segments 
in their market in order to ensure that marketing 
appeals to the needs and wants of all targeted 
customers. 

The findings in this study have significant 
implications for managers of malls, as well as 
for individual stores, particularly those moving 
into townships to serve previously underserved 
markets in South Africa. When it comes to 
satisfaction with stores, managers of malls need 
to carefully consider the stores that are likely 
to appeal to customers in their respective areas. 
Retailers which not only attract customers but 
also satisfies their needs are likely to enhance 
traffic volumes to their malls. 

Managers of malls and stores need to realise 
that customer satisfaction and loyalty are 
outcomes of their needs and wants being satisfied. 
Before these needs and wants can be satisfied, 
managers need to have an idea of factors that 
shoppers consider to be important when choosing 
stores to patronise. A knowledge of these factors 
can enable managers to put measures in place 
and devote resources to areas that are likely to 
impact satisfaction and loyalty. Managers need 
to appreciate that while assessing performance of 
their individual stores on the basis of factors that 
may be important to customers is a good idea, they 
first need to identify factors that shoppers consider 
to be important. This study contributes to this 
knowledge, and specifically illuminates the need 
for managers to pay special attention to conduct 
of store staff towards shoppers. The findings show 
that shoppers look for staff that show high levels 
of readiness and willingness to serve them, who 
treat them well and give them personal attention. 
Shoppers also value sales personnel that are 
knowledgeable about products and services on 
offer, and who can respond well to customer 
requests. Managers can ensure that they recruit 
staff with good interpersonal skills and provide 
ongoing training on good customer service. Store 
managers and staff in township malls need to 
realise that the fact that they may dealing with 


many customers who may not be in high income 
groups does not mean that service standards can 
be lowered. The notion that “the customer is king’ 
needs to be embraced, irrespective of the social 
standing of the customers. 

When it comes to product availability, 
sportswear shops in malls are known to carry 
branded products. Managers of such stores in 
townships need to realise that customers who visit 
their stores have similar expectations as those 
from high socio-economic neighbourhoods when 
it comes to expected products. The findings in 
this study show that customers expect sportswear 
stores in township malls to carry a variety of 
brands, including exclusive merchandise that 
cannot be found elsewhere. Keeping in mind that 
there are many customers in the neighbourhoods 
that surround such malls from lower income 
groups, one way in which such stores can 
appeal to customers is by making use of price 
promotions. The findings in this study show 
that the availability of gift vouchers, marked- 
down prices and special offers were considered 
important by the respondents in their selection 
of sportswear stores to buy from. While store 
atmospherics had a lower mean than the other 
factors examined, managers need to take this 
factor into consideration when trying to appeal 
to shoppers. The mean value shows that shoppers 
do regard the décor and overall attractiveness of 
stores as an important factor. 


CONCLUSION, LIMITATIONS AND 
FUTURE RESEARCH 


This study set out to examine the levels of 
shopper satisfaction with sportswear shops in 
a particular township, their store loyalty and 
important factors that influence their store 
choice. From the findings, it can be concluded 
that levels of shopper satisfaction and loyalty are 
rather moderate. It can further be concluded that 
customer loyalty to stores is positively related 
to shopper satisfaction with those stores. As for 
important factors that shoppers consider when 
deciding on which stores to shop at, the most 
important factor is the conduct of staff, followed 
by brand availability. Price promotions as well as 
appealing store atmospherics are also considered 
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important by shoppers. 

While the findings in the study have significant 
implications for managers, they are not without 
limitations. These limitations offer opportunities 
for further study. The main limitations of the 
study include the fact that the sample was 
drawn from a limited geographical area, namely 
Soweto. In addition, non-probability sampling 
in the form of convenience sampling was used 
in selecting respondents, and future studies 
should consider drawing samples from many 
townships and using large sample sizes drawn 
using probability sampling methods in order to 
enhance the generalisability of findings to the 
wider population. Future studies can also expand 
the target population by focusing on other types of 
retail shops, and not just sportswear shops, as was 
the case in this study. Such studies can ascertain 
whether there are differences in customers’ 
perceptions based on type of retail stores. 
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ABSTRACT 





Direct communication in business markets is important due to the specific characteristics of business 
markets — where communication channels are shorter and the emphasis is placed on direct selling. 
Due to the differences in business-to-business markets, organisations select Integrated Marketing 
Communication (IMC) elements that are more direct and personal in nature. The role of trade shows, 
as a communication medium, therefore, in business markets has been growing and they are playing 
an important role in one-on-one interaction between buyers and sellers. To be successful at a trade 
show, a business would need to go through specific actions. The study was explorative in nature, in 
order to establish the business actions taken for trade shows by exhibitors while looking at the role 
of exhibiting staff (sales or non-sales people) and the type of trade show. The data were gathered by 
means of a self-administered questionnaire at four trade shows, resulting in a sample of 232 — using 
probabilistic multi-stage sampling. A MANOVA analysis was used to test the proposed hypotheses. 
This study interestingly enough found that there are no significant differences between sales and 
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non-sales exhibiting staff and the types of trade show. 
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It is estimated that in South Africa, trade show 
revenues will reach R 3705 billion by 2019; and 
at the time this article was written, the 2017 
revenues were not yet available, although they 
were estimated to reach R 3317 billion (Myburgh, 
2015:189). This is an indication that trade shows 
are an important marketing element in business 
markets in South Africa and they will continue 
to grow in the next few years. Trade shows in 
business-to-business markets have, however, been 
ignored as a marketing element, although trade 
shows are ranked secondly, as one of the most 
important marketing elements after direct selling 
for industrial product organisations (Gilliam, 
2015:1879). Although trade shows form an 


important marketing element in business markets, 
they have received little attention from academics 
in terms of their evolution and_ theoretical 
development (Gottlieb, Brown & Drennan, 
2011:1642; Wilkinson & Brouthers, 2006:238). 
There has only been a real and renewed interest 
in trade shows in the last two years, with a small 
number of studies being done (Adams, Coyle, 
Downey & Levette, 2017; Lin, 2016; Gilliam, 
2015; Lin, Jiang & Kerstetter, 2015). 

This explorative study was done to establish 
the business actions of exhibitors at trade shows — 
in an attempt to contribute to the understanding of 
how these events are utilised — and to increase the 
knowledge base on the topic. 


29 Business actions of exhibitors at trade shows: Implications for sales versus non-sales staff and type of trade show 





Pitta, Weisgal and Lynagh (2006:159) note 
that trade shows are not clearly understood by 
industrial organisations; although they are the 
most cost-effective means of reaching customers 
and for providing them with the necessary hands- 
on knowledge and information. Bello and Barczak 
(1990:43) agree with Pitta et al. (2006:159) that 
trade shows are a major promotional element for 
industrial firms; and these authors add that many 
businesses fail to exploit their full marketing 
potential as a marketing communication medium. 


With trade shows being an important element 
in the promotional mix, a better understanding 
must be reached on how exhibitors use these 
shows and determine the components that will 
lead to the best use of their trade show budgets 
(Lin, 2016:2630). 


At trade shows, a number of business actions 
take place. These include: image-building, 
sales-related activities, information gathering, 
relationship improvement and the motivation of 
staff (Lee & Kim, 2008:786-787). Trade shows, 
therefore, have a number of different activities, 
however, differences exist between corporate 
and marketing executives’ opinions on_ the 
effectiveness of trade shows: both as a selling and 
a non-selling tool (Herbig, O'Hara & Palumbo, 
1998:426). Poor opinions of trade shows amongst 
executives are often exacerbated; because a very 
low percentage of businesses participate in trade 
shows; and many companies only exhibit at trade 
shows because others in the industry do so (Pitta 
et al., 2006:159). 


The result is that many of the businesses that 
participate in trade shows have no specific or 
clear promotional objectives; and they, therefore, 
cannot assess the effectiveness of trade shows’ 
activities (Blyth & Rayner, 1996:23). This could 
imply that businesses are exhibiting at trade 
shows; but they are not using them to their full 
potential. 


Two aspects that influence business actions at 
trade shows are: whether the exhibiting staff are 
sales people or non-sales people, and secondly, 


the type of trade show. At trade shows, exhibitors 
go through a multi-stage selling process (Ling- 
Yee, 2008:35). Due to this multi-stage process, 
the assumption would be that sales people would 
be the more appropriate exhibiting staff to man 
an exhibition stand and there will be differences 
between sales and non-sales people. 


This is an important aspect since one of 
the advantages of trade shows is one-on-one 
contact (Sacramento, Simdes & Farhangehr, 
2015:132). The other aspect is the type of trade 
show and whether exhibitors should exhibit at 
trade shows that best link their products to their 
markets. Brennan et al. (2011:189) point out that 
by matching the supply market with the target 
audience, trade show exhibitors can show off their 
expertise to a specific-industry sector. 


LITERATURE REVIEW 
Business actions of exhibitors 


In the planning of a trade show, the exhibitors 
startoffby setting specific objectives and thisis done 
to measure their success. Two broad objectives are 
set by the exhibitors: those that can be measured, 
such as the number of sales, new prospects etc.; 
and those, which cannot be measured, such as 
image-building, market research etc. (Shoham, 
1992:340). As part of business actions, there are a 
number of other objectives. These would include: 
commercial objectives that include elements, 
such as branding, awareness and the image of the 
organisation; individual departmental objectives 
that deal with the specific products or services 
available inside the organisation; and individual 
objectives, in which the exhibiting staff might 
see a trade show as an opportunity for personal 
growth (Siskind, 2005:10-15). It must be noted 
that 70% of exhibitors, however, set no objectives 
for trade shows (Stevens, 2005:50). 


Although exhibitors set objectives to measure 
their business actions at trade shows; the focus in 
many cases is only placed on the sales activities 
(Adams et al., 2017:712). However, there are other 
business actions of exhibitors, such as building 
relationships with their current customers, and 
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creating new ones; and maintaining and enhancing 
the motivation of staff. These aspects should not 
be neglected (Hansen, 2002:3-4; Lee & Kim, 
2008:786-787: Tafesse & Korneliussen, 2011:44- 
46). 

To build relationships with the attendees at 
trade shows, the right exhibiting staff must be 
appointed and trained. 

The exhibiting staff, who will man the exhibition 
stand must have the requisite interpersonal skills; 
knowledge and communication abilities, in order 
to increase the success of the exhibitor at the trade 
show (Li et al., 2011:442). The exhibiting staff 
— as well as their training and communication 
abilities — have a direct impact on the success of 
the trade show (Sgilen, 2013:118, Seringhaus & 
Rosson, 2004:161). Providing the correct training 
to the exhibiting staff would contribute to the sales 
and the follow-up after the trade show (Ling-Yee, 
2008:42). 

Exhibitors not only see trade shows as a place 
to provide information but also as an opportunity 
to gain new knowledge, as part of their business 
actions. 

Due to the nature of trade shows, both the 
exhibitors and the attendees acquire knowledge 
on their industry (Reychav, 2011:238) and these 
can provide exhibitors with valuable information 
on their competitors by observing competitors’ 
product offerings, and by making a comparison 
of these with their own products on display 
(Bathelt & Schuldt, 2008:862). Trade shows are, 
therefore, a strategic marketing tool, from which 
information about the market and the competitors 
can be gathered (Tafesse & Korneliussen, 
2011:47). More specifically, information on new 
competitive products and programmes can be 
obtained (Dwyer & Tanner, 2009:333). 


Sales and non-sales people 


Trade shows, as part of the promotional mix, 
are an extremely useful element to develop 
and maintain the customers’ loyalty, due to 
the one-on-one interaction between exhibitors 


from the exhibiting staff (Gosztonyi, 1997:13). 
Trade shows provide a number of benefits 
in the communication process, namely: one-on- 
one contact between buyers and sellers; they 
take place in a neutral location, where there are 
less interruptions; they are attended by staff 
from buying centres; and the attendees mostly 
arrive with a positive attitude — because there is 
less sales pressure (Shoham, 1992:336). 

Exhibitors have to staff their exhibition stands 
with staff that have the ability to communicate 
on the technical nature of the products; and they 
should be able to demonstrate or display new 
products — to ensure repeat visits by the attendees 
(Whitfield & Webber, 2011:446). The type of 
trade show can have an impact on the exhibiting 
staff needed (Bathelt & Schuldt, 2008:859). 

At specific types of trade shows, a specialist 
might be needed to discuss the technical aspects 
of the products with the attendees (Whitfield & 
Webber, 2011:446). At trade shows, like Afrimold 
for example, expert exhibiting staff are needed 
to explain the technical aspects of the moulding 
machines that are exhibited there. 

Exhibitors need to change the way in which 
they manage trade show activities — especially the 
approaches to attendees — and how the exhibition 
stands are to be manned (Blyth, 2010:57). This is 
important; since the ability to reach the right people 
would determine the exhibitors’ return on the 
investment from trade shows (Woolard, 2007:34). 
In many industries, not only are specialised 
experts needed; but different exhibiting staff are 
required to perform specific activities. 

Exhibiting staff might include: general 
managers who can assist in image-building; 
production mangers who can help with any 
technical aspects; and salespeople that can 
generate sales and build relationships (Tafesse & 
Korneliussen, 2011:47). A number of exhibition 
stands at trade shows, such as the IFSEC for 
example, would need to include security personnel 
explaining the technical aspects managers who 
can socialise with the attendees; and salespeople 


and the attendees (Kirchgeorg, Springer & Kastnerwho can inform the attendees on how and where 
2010:68). Attendees visit trade shows, accordingthe products may be purchased. 


to their own free will and they would be more 


When it comes to the product offering, 


likely to be interested and open to receive informationthe exhibitor has control over the four main 
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elements relating to the product, namely: product 
knowledge; product demonstrations; comparison 
of one’s products with those of the competitions; 
and product enthusiasm (Miller, 1999:89-91). 
The lack of product knowledge is one of the 
main complaints that attendees have about the 
staff who exhibit at the stand. Therefore, it may 
be assumed that salespeople would be the best to 
staff an exhibition stand — due to their knowledge 
of the products. 

Salespeople would probably be more capable of 
demonstrating and showing enthusiasm towards 
their own products (Miller, 1999:89-91). 

Although sales people might be the best to man 
the exhibit stand; in a study done on Chinese trade 
shows, it was established that most exhibitors 
were at the show as public-relations officers — 
and not for selling or signing contracts (Liu, 
Zeng, Teng & Xin, 2011:449). This could raise 
questions on the impact of salespeople in the sales 
process at trade shows; since selling is not the 
main focus of the exhibitors. However, a previous 
study indicated that 26 per cent of attendees sign 
a purchase order at a trade show, while 50 per cent 
buy, as a result of the show (Chonko & Ponzurick, 
2001:4). 

Trade shows are, therefore, an important 
element in the sales process — to sell or generate 
leads for the organisation (Pitta et al., 2006:159). 

Trade shows reduce the sales process, or the 
selling cycle; and they can assist in exhibiting 
organisations to reach unknown buyers (Saget, 
2006:113-114). It must be noted that trade shows 
promote communication between organisations 
and possible prospects; since they move the 
sales process further (Alessandra, Underation 
& Zimmerman, 2009:69). Trade shows can be 
seen as one of the most cost-effective ways to 
achieve sales; since people entering the exhibited 
stand are more likely to purchase than a prospect 
encountered in industry (Goldblatt, 2005:11). 
Purchasing professionals, for example, prefer 
trade shows to seeing many vendors; since they 
do not have time for sales calls in their office 
(Tanner, 2002:229). With the afore-mentioned in 
mind, it may be assumed that in exhibitors’ logical 
choice of trade shows, the stand personnel should 
comprise sales people (Brennan et al., 2011:195); 


since these events can improve the results in sales 
leads (Dwyer & Tanner, 2009:332). 

Trade shows provide the opportunity to create 
a large number of sales leads (Blyth & Rayner, 
1996:21). The effectiveness of the exhibiting staff 
is an important factor in the efficiency of lead 
generation; and this shortens the lead conversion 
after a trade show that carries over into cost 
savings for the exhibitors (Seringhaus & Rosson, 
2004:161; Gopalakrishna & Williams, 1992:220). 
Exhibitors must, therefore, focus on attendees, and 
not on volume; since excellent trade show leads 
can complement the selling effort that reduces 
the cost of closing the sale (Golpalakrishna et al., 
2010:245). The salespeople who therefore man 
the exhibiting stand must know their organisation 
and product — in order to help the attendees in their 
decision-making (O°Connor, 2001:152-154). 

The salespeople of an organisation use trade 
shows — not just to find sales leads — but to inform 
and educate their customers, and to demonstrate 
their products, and/or sell their products and 
services. Previous research has addressed anumber 
of aspects on the role of personal selling at trade 
shows. These aspects include: what sales actions 
are taken by salespeople before, at, and after, a 
trade show. Elements, such as how attendees are 
invited to trade shows; what sales methods are 
used; and how exhibitors follow up after the show 
(Adcock, et al., 2001:345; Manning & Reece, 
2001:172, Naudi, 2006:11, Valero, 2006:3, Pitta 
et al., 2006:159, Drohan, 2007:32; Ling-Yee, 
2008:35; van Eck, 2008:11; Gopalakrishna, 
Roster & Sridhar,2010:245; Rinallo, Borghini & 
Golfetto, 2010:255; Blyth, 2010:57; Yuksel & 
Voola, 2010:293). 

Ling-Yee (2007:367) argues that internal 
knowledge, such as sales knowledge, contributes 
to superior trade show performance, making 
salespeople the obvious choice to man_ the 
exhibiting stand. However, Blyth (2010:60) 
indicates that one of the mistakes of exhibitors 
is to man exhibiting stands with salespeople; 
and this results in only focusing on closing deals 
and selling. Ling-Yee (2008:39) furthermore, 
states that salespeople are better trained and they 
could use their sales skills to determine whether 
an attendee is a possible prospect and thereby to 


The Retail and Marketing Review: Vol 13 Issue 2 (2017) 32 





ensure more sales. 

With the afore-mentioned issues in mind, 
the logical choice of exhibiting staff should be 
salespeople (Brennan et al., 2014:195). Dwyer and 
Tanner (2009:332) agree with this statement and 
they postulate that salespeople must be involved 
with trade shows; since they are personal and 
they provide sales leads, due to the nature of B2B 
markets (Ellis, 2011:318). Although salespeople 
might be the best exhibiting staff, in a study done 
by Liu et al. (2011:449), on Chinese trade shows, 
it was established that most exhibitors were at 
the show as part of public relations, and not for 
selling or getting contracts and consequently, 
firms should make more use of non-salespeople. 

From the above discussion, it is clear that both 
sales and non-sales people might be utilised at 
trade shows. It is not, however, clear whether there 
would be any differences in how they view the 
different business actions and their importance. 


Type of trade show 


By matching the supply market with the 
target audience, trade shows can show off the 
expertise of a specific-industry sector (Brennan 
et al., 2011:189). The afore-mentioned statement 
indicates that trade shows can be either regional 
in a country, or held for a specific type of industry. 
Trade shows, however, are not only classified, 
according to regional offerings or industries; 
rather they can be classified in different ways 
(Kirchgeorg, 2005:48-49). In this study, the 
researcher will only classify trade shows, 
according to their geographical scope. 

Geographical scope refers to the region 
that is covered by a trade show. Three types of 
geographical trade shows can be identified: 
international, national and regional. In this study, 
the researcher will determine the geographical 
scope of the trade show. 

International trade shows can be defined as 
“shows that draw at least 10% of the total number 
of exhibitors, or at least 5% of the total number 
of visitors from abroad” (Global Association of 
the Exhibition Industry, 2012). International trade 
shows typically also last longer than other trade 
shows; and this provides exhibiting organisations 
with the opportunity to meet buyers directly to 


investigate the markets and their products; to 
observe their competitors; and they are a way to 
gather marketing research data (Robbe, 2000: 14- 
15; O’Hara, Palumbo & Herbig, 1993:234). 

In South Africa, there are a number of 
international trade shows, such as ElectraMining 
that attract both exhibitors and attendees from 
across the world. Not all trade shows, however, 
are international; since many take place locally 
inside a country. 

A national trade show is a trade show that is 
not international; and the visitors attending the 
trade show are only from one country, or from 
the surrounding areas extending beyond a given 
region. In many cases, trade shows only focus 
on one country. An example of this is the SA 
Cheese Festival that attracts South African cheese 
producers and distributors. 

Regional trade shows visitors come from 
a specific area or country. Dwyer and Tanner 
(2009:329) state that regional trade shows are 
held at various locations around a country; and 
they can attract regional exhibitors and attendees. 

The type of trade shows at which an exhibitor 
displays can impact the way in which they 
apply the different stages of the sales process 
(Kirchgeorg, 2005:47). Ling-Yee (2007:365- 
366) found that the knowledge and the skills 
needed for at-show selling differed between 
the various types of trade shows and this had a 
significant influence on the achievement of trade 
show objectives. Furthermore, Kijewski, Yoon 
and Young (1993:291-292) point out that there 
are different objectives, depending on the type 
of trade show. For example, there are national 
shows focusing more on new product and market 
segments, regional shows supporting — sales 
activities, and international shows on identifying 
new distributors. 

Furthermore, Hansen (2004:9) argues that 
trade show performances (sales, information- 
gathering, relationship building, image building & 
motivation activities) are often better at global or 
international trade shows. A possible explanation 
could be that international trade shows typically 
last longer than other trade shows; and this provides 
exhibiting organisations with the opportunity to 
meet buyers directly, to investigate the markets, 
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the products, to observe the competitors; and 
this is a way to gather marketing research data 
(Robbe, 2000:14-15; O’Hara et al., 1993:234). 
Herbig et al. (1997:373) point out that businesses 
that exhibit at international trade shows are more 
globally driven and they have more customers 
and more product lines; and consequently a more 
complex sales process should be followed. 

National trade shows comprise those trade 
shows that are not international, but still relatively 
large in size — and the visitors attending the trade 
show are only from one country, or from areas 
extending beyond a given region. This, therefore, 
limits the number of contacts and how contact is 
made (Kirchgeorg, 2005:47), suggesting a less- 
complex sales process with limited activities in 
each stage. 

Regional trade shows are even smaller in size 
than national trade shows and they are held in a 
specific area of a country at various locations for 
attracting regional attendees (Dwyer & Tanner, 
2009:329). Godar and O*Conner (2001:82) point 
out that regional trade shows attract a higher 
portion of low-level operating attendees compared 
to national and international trade shows. It may, 
therefore, be assumed that sales strategies and 
actions employed during the sales process might 
be different — based on the fact that they sell to a 
different type of attendee. 

Shoham (1992:337) also indicated that the 
type of trade show can influence the type of 
attendee, thereby resulting in a different type of 
sales process to be followed. Even the attendee 
contacts differ at the various trade shows as large 
international trade shows often have organised 
evenings where socialising takes place; whereas 
at smaller regional trade shows, exhibitors make 
more use of spontaneous social events, such as 
lunch: thereby implying that the promotional 
approach used in the sales process should also 
differ. 

From the above discussion, it is clear that the 
sales processes followed at regional, national or 
international trade shows could differ significantly 


RESEARCH METHOD 


Descriptive research answers the questions: 
Who, what, when, where and why (McDaniel & 


Gates, 2010:49) and it describes the characteristics 
of objects, people, groups, organisations or 
environments (Zikmund & Babin, 2010:51). 
Furthermore, it can be used where the emphasis 
is on determining the frequency with which 
something occurs, or whether there is arelationship 
between two variables (Churchill et al., 2010:79). 
As a this study aimed to determine ‘what’ business 
actions were performed, at ‘which’ frequency, and 
by ‘whom,’ as well as trying to ‘understand’ and 
‘describe’ the business actions as part of the sales 
process at trade shows; descriptive research was 
used. 

The population consisted of exhibitors at 
regional, national and international trade shows. 
Due to the complexity of the trade show industry, 
a multistage sampling approach was used. In the 
first step of the multistage sampling, a list of the 
exhibition organisers was obtained from EXSA 
(Exhibitions South Africa Association). The 
second stage determined which of the exhibition 
organisers on the list obtained from the EXSA 
arranged trade shows, should be approached. This 
was done since it was established that a large 
number of the exhibition organisers only arrange 
consumer expos and not trade shows. 

According to the list provided to the researcher 
by EXSA of expositions and trade show organisers, 
there were 23 organisers. In discussions with 
EXSA, it was established that only 13 of the 
exhibition organisers arranged trade shows; while 
eight organisers focus only on consumer expos. 
While trade shows, are business-to-business 
events that are not open to the public, expos are 
open to the public and frequently consumer- 
focused. Consequently, they should be excluded 
from the sample. 

The names of the different Trade-Show 
Training group were also excluded; since they 
are only a training company; and so also were 
the Zimbabwe International Trade Fair Company; 
since they arrange trade shows in Zimbabwe only. 

The research used stratified sampling at this 
stage, by listing only the exhibition organisers 
that arrange trade shows. All 13 trade show 
organisers attended; but only three gave their 
consent and were willing to participate in the 
study. From the three trade show organisers, two 
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gave their permission for one trade show each; and 
the Specialised Exhibition Montgomery organiser 
gave permission for two of their trade shows to be 
used. 

As indicated, the researcher obtained permission 
for four trade shows, namely: International Safety 
and Security IFSEC), which focuses on the security 
industry; Occupational Safety and Health (OSH), 
which focuses on health and safety; Afrimold that 
deals with the moulding industry; and the Cape 
Town Industrial trade show that deals with a number 
of different types of industrial products and services. 

In the third and last stage of the sampling method, 
the researcher distributed questionnaires at each of 
the trade shows to each of the exhibitors’ stands. 
It must, however, be noted that the researcher did 
establish that many exhibitors exhibit at more 
than one trade show and he was careful to avoid 
duplication in doing the fieldwork. 

In this quantitative study, survey research was 
used, with a self-administered questionnaire. In 
selecting a self-administered questionnaire, the 
researcher looked at a number of different options 
relating to the selection; since this impacted the rest 
of the design process (Wiid & Diggins, 2013:115; 
McDaniel & Gates, 2010:293). The main reason 
for the selection of self-administered questionnaires 
was the nature of trade shows. In discussions that 
the researcher had with both the organisers and 
the exhibitors, it transpired that the exhibitors 
had no control over which attendees would visit 
their exhibition stands. It was pointed out to the 
researcher that the exhibiting staff would be able 
and more willing to complete the questionnaires — if 
they could do so in their own time at the trade show. 

Section A of the questionnaire consisted of the 
demographic profile of the exhibitor’s business, the 
exhibiting information, as well as the exhibiting 
staff. Section B made use of the 5-point Likert-scaled 
questions (1 = strongly disagree and 5 = strongly 
agree) to determine the exhibitors’ level of agreement 
with the business actions evident at the trade show. 
These business actions included elements, such as: 
marketing; the setting of objectives; evaluation and 
planning; the staff at trade shows; the training of the 
exhibiting staff, the introduction of products, and the 
measurement of success. 

Limited previously tested scales existed for the 


sales process at trade shows therefore, this study 
was exploratory in nature; and this is one of the 
possible limitations of this study. However, the 
literature explored, as well as the existing scales 
of Hanchett (2007:146-150), were used pertaining 
to the exhibiting staff and the objectives; while 
the Seringhaus and Rosson (2004:164) scales for 
communication used to attract the attendees, staff 
training, prospecting and the exhibiting service. 
Lastly, Ling-Yee (2007:378) questions relating to 
the trade shows’ performance were used. 

The Cronbach’s Alpha coefficient of 0.892 
indicated the reliability of the scales used. 

The questionnaire was pre-tested with members 
of the defined population, in order to ensure that 
all the questions and statements were clearly 
understood. 


RESULTS 


Descriptive analysis of business 
actions taken regarding trade show 


In Table 1, the first section of the questionnaire 
will be discussed that deals with the different 
business actions taken regarding trade shows. A 
five-point Likert scale was used to measure the level 
of agreement of the exhibiting staff and the business 
actions of the organisation before the trade show. 
The scale ranged from one to five, with the scale 
points labelled: strongly disagree to strongly agree. 
The results are presented in descending order, based 
on their mean value. 

From Table 1, the following deductions can 
be made on the levels of agreement regarding the 
business activities utilised at trade shows. The top- 
five business activities utilised before a trade show 
are: “Trade shows are applied to develop new 
customer contacts” (M=4.19, SD=0.859); “Trade 
shows are applied to enhance the business image” 
(M=4.08, SD=0.908); “Our business provided the 
exhibiting staff with product/service material to 
prepare themselves for the trade show” (M=4.03, 
SD=0.949); “Our business measures trade show 
success by the number of new prospects” (M=3.99, 
SD=0.897); and “Our business exhibits at trade 
shows, in order to get sales” (M=3.86,SD=1.147). 

Three of the exhibitors’ strategies are currently 
in the top five, namely: selling; inbound; and 
outbound communication. Business-image 
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TABLE 1: 
BUSINESS ACTIONS TAKEN REGARDING TRADE SHOW 





Business actions taken regarding trade show M SD 
1 Trade shows are applied to develop new customer contacts 4.19 0.859 
2 Trade shows are applied to enhance the business image 4.08 0.908 
3 Our business provided booth staff with product/service material to prepare themselves for the trade show 4.03 0.949 
4 Our business measure trade show success by the number of new prospects 3.99 0.897 
5 Our business exhibit at trade shows to get sales 3.86 1.147 
6 Our business train and brief booth staff before the trade show 3.83 1.034 
7 Trade shows assist our business with other marketing communication functions 3.82 0.948 
8 Our business use trade shows to introduce new products 3.72 1.106 
9 Our business planned before the trade show to exhibit to specific target customers 3.69 1.018 
10 Our business have written promotional objectives for the trade show 3.67 1.107 
11. Trade shows are used to maintain contact with existing customers 3.66 1.073 
12 Trade shows are used to get a competitive advantage over non-exhibiting competitors 3.64 1.107 
13 Trade shows provide our business with information on my industry 3.63 1.065 
14 Our business has a tracking system to keep information on attendees that visited our exhibit stand 3.62 1.186 
15 Non-financial aspects are used to measure trade show success 3.52 0.971 
16 Our business measures success at the trade show in terms of financial gains 3.46 1.611 
17 Our business have written sales objectives for the trade show 3.41 1.147 
18 Our business have written financial objectives for the trade show 3.25 1.155 
19 Trade shows are used to as a platform to test new product concepts 3.25 1.182 
20 Trade shows assist our business to motivate staff 3.09 1.129 
21 ~The business | work for use trade shows to collect information about competitors 3.07 1.182 
22 Trade shows assist our business in the training of staff 3.01 1.160 


building is also higher than sales that are in line 
with research done in China (Liu et al., 2011:449). 
Consequently, it is clear that trade shows are 
viewed as playing a role in the image- building 
strategies for many businesses. 

The last variable that deals with getting sales 
at a trade show, however, loaded a SD=1.147. 
This indicates that there is no agreement between 
the exhibiting staff, and that their responses were 
heterogeneous. 

The variable of “Our business training and 
briefing the staff before the trade show” (M=3.83, 
SD=1.034) only loaded sixth, and almost agreed. 
It must be noted that a number of studies indicated 
a lot of focus is being placed on the training of 
the exhibiting staff before a show (Seringhaus & 
Rosson 2004:156; Lee & Kim; 2008:786; Ling- 
Yee, 2008:42; Pitta et al., 2006:163; Hanlon, 
1982:99). 

However, it is interesting that in this study it 
was not one of the most of the most important 
actions; and that image-building, for example, is 


viewed as being more important. 

One of the least-used business activities was: 
“Our business has written financial objectives 
for the trade show” (M=3.25, SD=1.155); “Trade 
shows are used as a platform to test new product 
concepts” (M=3.25, SD=1.182); “Trade shows 
assist our business to motivate staff’ (M=3.09, 
SD=1.129); “The business I work for uses trade 
shows to collect information on the competitors” 
(M=3.07, SD=1.182); and “Trade shows assist 
our business in the training of staff’ (M=3.01, 
SD=1.160). 

Although the mean values indicated agreement; 
it seems as if this does have the same importance 
for exhibitors, as do other business actions. 

The high mean value for the activity: 
Developing new customer contacts is in line 
with the findings of a number of previous studies 
(Burgess & Bothma, 2007:349; Bettis-Outland et 
al., 2012:386; Saget, 2006:113-114). It must also 
be noted that a number of previous studies point 
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to the setting of sales objectives for a trade show 
and the importance thereof (Bellizzi & Lipps, 
1984:52; Kirchgeorg et al., 2010a:64; Miller, 
1999:44; Shoham, 1992:340). 

In this study, however, the setting of sales 
objectives had a low mean value (M=3.41). This 
means that it is not used often and that it can have 
an impact on measuring their success at trade 
shows. 


Hypotheses testing 


MANOVA testing, which assesses the 
difference between groups collectively, rather 
than individually, was used to test hypothesis 
one. The researcher relied on a 95 % level of 
confidence, and a subsequent significance level of 
5% (p-value < 0.05) to interpret the results of the 
hypothesis testing. Preliminary assumptions on 
the testing were conducted to check for normality, 
linearity, univariate and multivariate outliners, 
and the homogeneity of variance, and no serious 
violations were noted. 


H,, There exist no significant differences 
between salespersons and non-salespersons 
on the business actions used. 

H_ There exist significant differences between 
salespersons and non-salespersons on the 
business actions used. 


The Wilks’ Lambda value indicates that 
there are no significant differences between 
salespersons and non-salespersons exhibiting staff 
on the business actions used (F(22.208)=1.501, 
p=0.076; Wilks’ Lambda=0.863; partial Eta 
Squared=0.137). 
The null hypothesis H,, was thus accepted; since 
there is no support for the hypothesis that there is 
a significant difference between salespersons and 
non-salespersons on the business actions used. 
H,, There exist no significant differences for the 
type of trade show on the business actions 
used. 

H,, There exist significant differences for the 
type of trade show on the business actions 
used. 


The Wilks’ Lambda value indicates that there 
are no significant differences between the different 
types of trade shows on the business actions used 
(F (44.414)=0.863, p=0.720; Wilks’ Lambda 
=0.839; partial Eta Squared=0.084). 

The null hypothesis H,, was accepted; since 
there is no support that there is a significant 
difference between the different types of trade 
shows on the business actions used. 


CONCLUSION 


The section on business actions for trade 
shows dealt with a number of aspects that 
included elements, such as: marketing; the setting 
of objectives; evaluation and planning; staff at 
trade shows; the introduction of products, the 
measurement of success, and more of such issues. 

The performance of trade shows can beevaluated 
by using five measures, namely: image-building; 
sales-related activities; information gathering; 
relationship improvement and motivation. In 
the findings of this study, it was agreed by the 
exhibitors that each of these measures forms a 
part of their business actions when exhibiting at 
a trade show. Image-building is thereby done; 
and the exhibitors agreed that the business image 
was enhanced through the use of trade shows 
(M=4.08). There were also sales-related activities, 
such as acquiring sales (M=3.86) at the trade 
show. Furthermore, information-gathering can be 
done by using trade shows as a place to provide 
the businesses with information on their industry 
(M=3.62); and they can also be used to acquire 
information on the competitors (M=3.07). 

The afore-mentioned information-gathering 
done demonstrates that trade shows can be 
seen as a Strategic marketing tool (Tafesse & 
Korneliussen, 2011:47). Trade shows also assist 
in relationship-improvement by developing new 
customer contacts (M=4.19) and also to maintain 
contact with the existing customers (M=3.66). 
Exhibitors can also make use of trade shows to 
motivate their staff (M=3.09); although this is not 
as important as creating new contacts or image- 
building. This is in line with other research, which 
found that one of the selling motives for exhibiting 
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was to enhance or maintain the business’ profile 
(Hansen, 1996:47). 

Another activity is that of the non-selling 
actions. These include aspects, such as the 
introduction of new products. In this study’s 
findings, it was evident that the exhibitors agreed 
that the introduction of new products (M=3.72) 
and the testing of new product ideas (M=3.25) can 
also be done at trade shows. 

It is suggested that exhibitors take three actions, 
in order to be successful at trade shows. From the 
findings in this study, it was evident that exhibitors 
agreed that they implement these three actions. 
Firstly, it was indicated that they plan to exhibit to 
a specific group of targeted customers (M=3.69). 
Secondly, they agreed that trade shows assist with 
other marketing communication (M=3.82); and 
lastly, it was agreed that trade shows are used to 
acquire new customers (M=4.19) and that tracking 
systems are used to determine those who visited 
the exhibition stand (M=3.62). 

Exhibitors not only have to market the trade 
show; but they also need to set objectives, in 
order to measure their success (Kirchgeorg et al., 
2010:64). Objectives are important for measuring 
success. From the findings in this study, it was 
evident that exhibitors agreed that their businesses 
have both written sales objectives (M=3.41) and 
written financial objectives (M=3.25); although 
these were not considered to be as important as 
the promotional objectives. 

Staff-improvement was another factor, in line 
with other studies, where staff training is a part 
of the pre-show activities (Seringhause & Rossen, 
2004:156; Lee & Kim, 2008:786). In this study, it 
was established that businesses do emphasise the 
training of staff (M= 3.83), and of providing them 
with product material to prepare themselves for 
the trade show (M=4.03). 

No differences were found between the 
salespeople and the non-salespeople on the 
business activities at trade shows. This needs 
to be further investigated; although it could be 
speculated that non-sales staff through training 
are just as well-equipped to man the exhibition 
stand. This is in line with the research done by 
Pitta et al. (2006:163) and Hanlon (1982:99), 


which highlighted the importance of staff training 
before a trade show. Another reason could be that 
the same staff members are used by the exhibitor 
for a number of different trade shows — where 
they gained the necessary knowledge. 

There were also no significant differences 
in the business actions of the various types of 
trade show. This is an interesting finding; since 
the type of trade show influences the objectives: 
for example, with national shows focusing more 
on new product and market segments; regional 
shows supporting sales activities and international 
shows on identifying new distributors (Kijewski, 
et al., 1993:291-292). It may be that in the South 
African context — regardless of the type of trade 
show business at which they exhibit, they follow 
a more standardised approach. 

This is good news as this means that exhibitors 
exhibiting at regional trade shows can easily 
move to national or international shows — without 
any major adjustment to their sales strategy. This 
could streamline the process, and lead to cost- 
reduction in, for example, staff training etc. 

At each stage of a trade show, the exhibitors 
have specific actions that they need to take. The 
different business actions include both sales and 
non-sales activities that provide exhibitors with 
aspects that are important for being successful 
in exhibiting. By establishing the importance of 
these elements, the exhibitors should be able to 
plan for trade shows. Through better planning, 
exhibitors can link their actions to sales and non- 
sales outcomes — and thereby better satisfy their 
customers. The added advantages are that the 
focus can be placed on those trade show actions 
where the staff need further training. This should 
also provide trade show organisers with guidelines 
for their exhibitors, when planning to exhibit. 

Although not without its limitations, such 
as the limited number of existing scales that 
resulted in using multiple sources to construct the 
questionnaire therefore, the explorative nature 
of the study and the limitations on the statistical 
analysis that could be applied; this study has, 
nevertheless, contributed to the sparse academic 
literature on trade shows, as well as providing 
valuable insights for exhibitors. 
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ABSTRACT 





In both the international and South African context little research has focused on Human Resource 
Management (HRM) practices as an internal contextual factor in SME growth and performance in 
various industry sectors. HRM as a coherent set of practices has mainly been researched in the 
context of large organisations and concerns have been raised over the transferability of such findings 
to the SME environment without recognising the complexity of unique contextual factors influencing 
management practices in small businesses operating in the marketing and retail sector. Contextual 
variability in SMEs does, however, present methodological obstacles towards establishing possible 
sets of ‘best HRM practices’ for enhanced employee and organisational performance that may have 
utility beyond the perceived contextual uniqueness of individual SMEs. As an attempt to introduce 
a quantitative dimension in the mostly qualitative exploration of HR practices in South African SME 
growth and performance, this study explores firstly the prevalence of systematic HRM practices from 
a functional perspective by determining the levels of formalisation and utilisation of such practices 
and, secondly, the focus and personal responsibility taken by the owner/managers of the sample 
of SMEs in managing their human capital. The findings of this study are generally supportive of HR 
practice utilisation patterns found in research where the effect of organisation size was reviewed. 
HR tool selection in functional areas, point towards the impact of resource and time poverty typically 
experienced by SME owner/managers. Furthermore, results of owner/manager responsibility for HR 
functional areas are indicative of ‘critical’ HR practices being formalised first. Results provide pointers 
for structuring training and support programmes for SMEs and further research on the adoption of 
formalised HR practices in small businesses. 
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Many contextual factors have been identifiedas whole, for example size, technology, resource 


having a significant impact on the performance of 
South African SMEs in various sectors, including 
the retail sector in particular. Such factors have 
been classified as contextual or macro environment 
dimensions and structural or internal dimensions 
(Brink, Cant and Ligthelm, 2003; De Kok, 
Uhlaner and Thorik, 2006; Jere, Jere & Aspeling, 
2015; Wright, 2012). The former characterise the 


scarcity, economic environment and compliance 
with legislation, whereas the internal dimensions 
pertain to for example formalisation, management 
skills, centralisation and expertise in functional 
areas such as marketing, finance and human 
resource management (HRM). 

It is in the context of the internal dimension of 
formal human resource management practices that 


41 The prevalence and focus of formalised Human Resource Management Practices in a sample of SMEs in the 


Marketing and Retail sector of South Africa 





a dearth of research on the nature and relationship 
of HRM practices and business performance 
in SMEs has been decried by practitioners and 
scholars alike (Burke, 2011; Rauch, 2011; Wiesner 
and Innes, 2010). 

The importance of HRM in the development 
of a skilled and highly-motivated workforce has 
been extensively researched and reviews have 
consistently affirmed the impact of effective 
HRM practices on the success of businesses 
(Becker and Huselid, 2006; Burke, 2011; Purcell, 
Kinnie, Swart, Rayton and Hutchinson, 2009). 
However, most of such empirical evidence has 
been derived from studies in large organisations 
and an increasing number of scholars question the 
notion of SME’s being just a smaller or “scaled- 
down’ version of large organisations and the 
transferability of HRM research findings into the 
SME environment (Havenga and Linde, 2012; 
Verreynne, Parker and Wilson, 2013). 

The concern raised by critics (Kotey and Slade, 
2006; De Kok et al., 2006; Harney and Dundon, 
2006) focuses on SME’s often being treated as 
a uniform entity with little recognition of their 
varied complexity regarding size, management 
practices and unique range of contextual factors 
influencing their growth and success. From the 
recent review of HRM research in SMEs Wapshott 
and Mallet (2015) for example argue that HR 
related practices should be studied in context rather 
than in contrast to the idealised best practices 
models proposed for large organisations. They 
articulate their plea as follows: ‘We cannot start 
getting to grips with understanding employment 
relationships and practices in firms unless we 
have some appreciation of how they sit in relation 
to the various influences in firms’ external and 
internal environments (p. 141)’. 

In the South African context the case study 
approach of Havenga and Linde (2013) inexploring 
environmental dimensions specific to the single 
small business in order to relate the applicability 
of HRM practices to effective operation and 
consequent competitiveness in the unique context 
of the SME, could be construed as exploring this 
approach. While a new understanding of small 
business-specific problems may be obtained 
and similar investigations (Harney and Dundon, 


2006) found that HRM practices in the small 
businesses studied were often ‘informal and 
emergent’ with a high level of variability rather 
than a typical coherent set of practices, the current 
exploratory nature of the open systems approach 
to understanding HR practices within the unique 
context of the SME has obvious limitations 
regarding the transferability of insights beyond 
the specific context of the firms under study. Any 
attempt at extrapolation of findings rooted in the 
very unique dynamics and interplay of external 
and internal contextual factors of individual firms 
could arguably be rendered as outright non-valid 
for purposes of transferability to other contexts. 
Hence the dilemma arises of the potential utility 
of such derived findings for the design of training 
and support programmes to owner/managers of 
SMEs by universities and governmental agencies. 

To obtain some measure of utility in this 
regard may necessitate the balancing (or even 
compromising) of methodological constraints 
and finding some dimensions of assumed 
approximation of “common uniqueness” in the 
contextual variation of SMEs under study. This 
study is an attempted first step to introduce a 
quantitative dimension to exploring the variability 
of HR practices in a set of South African small 
businesses predominantly in the marketing and 
retail sector. 

In advancing the merits of the proposed open 
systems theoretical framework, Harney and 
Dundon (2006) raise the point of the potentially 
futile effort of seeking homogeneity where there 
simply may not be any in terms of the many 
contextual dimensions that may impact on the 
SMEs’ HR practices. They suggest that the 
investigation of why such homogeneity is so 
elusive should be explored. 

This study is focused simply on exploring 
the “what” of the variability as an attempt to 
pave the way towards explaining the ’why” in a 
context of quantitative methodology. The cue for 
this approach is taken from the work of scholars 
such as Cardon and Stevens (2004), who find 
continued utility in the functional approach to 
HRM research in parallel to emerging theoretical 
frameworks. The usefulness and validity of a 
functional perspective as framework for exploring 
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employment relationships in nascent small 
businesses is predicated on its ability to provide a 
“common language” for traditional HR topics such 
as recruitment, reward, selection and performance 
appraisal that is not only understood by scholars 
but also by entrepreneurs and business people 
without formal HR training. 

Furthermore, we briefly explore the literature on 
the nature of HRM in SMEs in the contemporary 
South African environment, together with the 
contextual factors that are found to be related to 
the adoption of HRM practices and success of 
SMEs. 


LITERATURE REVIEW 


The problem of complexity in 
managing the human capital of SMEs 
in South Africa 


Recent research reports by the OECD (2010; 
2015), Global Entrepreneurship Monitor 
(Herrington, Kew and Kew, 2015), and findings 
from the SME Growth Index (SBP, 2015) on the 
state of entrepreneurship and growth in the small 
business sector of South Africa have consistently 
painted a bleak picture of the capacity of the 
sector to live up to its potential to unlock 
sustained economic growth through job creation 
and competitiveness. The critical importance of 
SME development has been acknowledged by 
the government through the establishment of a 
Ministry for Small Business Development but 
an array of macro environmental factors seem to 
militate against a turn-around scenario in the short 
or medium turn (Herrington et al., 2015). 

Apart from global macro-economic conditions, 
such factors include a decline of early stage 
entrepreneurial activity to 7.0% in 2014, an 
unemployment rate that is more than three times 
higher than the sub-Saharan regional average 
and that translates into less than half of all adult 
South Africans actually working, a_ business 
discontinuation rate of 4% that is higher than the 
rate of established business activity, a continuing 
downward trend in labour market efficiency and 
competitiveness rankings (Position 56 out of 144 
in the 2014/15 World Competitiveness Report) and 
poor education and training at all levels hampering 


not only entrepreneurial intentions but also the 
availability of skills pools for established SMEs 
to draw from (Simrie et al., 2012; Herrington et 
al., 2015). 

The 2014 Report on the SME Growth Index, 
a multi-year research project run by the Small 
Business Project (SBP) as the most comprehensive 
ongoing study of the South African SME 
community, identified the main impediments 
to SME growth as linked to the contextual 
dimension of domestic environment factors rather 
than global economic conditions. The majority of 
the respondents (58%) of the panel of 500 small 
businesses reported the inhibiting factors, in order 
of importance, as: lack of skills, burdensome 
regulations, local economic conditions, lack of 
finance, and cost of labour (SBP, 2014:18). 

Three of these factors have a bearing on 
HRM practices, i.e. skills shortage, regulatory 
environment (particularly issues relating to labour 
legislation, for example problems relating to 
bargaining councils, the CCMA and Workman’s 
Compensation) and labour costs. The contextual 
constraints presented by inhibiting labour laws and 
skills shortages remain consistently on the list of 
key challenges to South Africa’s competitiveness 
and as a major disincentive to employment growth 
in SMEs (SBP, 2015; OECD, 2010). 

The 2012 GEM report (Simrie et al., 2012) 
cites the factors or conditions that have the biggest 
impact on small businesses, i.e. transitioning from 
an early business phase to an established business 
phase as commercial and physical infrastructure, 
government policy, openness of internal markets 
and government support programmes. 

The government policy factor relates to 
burdensome compliance with regulatory red 
tape regarding municipal issues, SA Revenue 
Services (tax, compliance with BBBEE) and 
labour legislation issues (employment equity, 
basic conditions of employment, sectoral wage 
determinations). Regarding the latter, the very low 
ranking of South Africa in terms of labour market 
efficiency has already been alluded to. From 
their analysis of the employment trends in the 
SME sector Rankin, Darroll and Corrigan (2013) 
find the unaccommodating labour regulatory 
framework and shortage of skilled labour to be 
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the major disincentives to employment creation 
and the sector’s collective capacity for labour 
absorption. The circumstance that it is the very 
SME sector that is the most likely to employ staff 
that are the least competitive in the job market, 
i.e. unskilled labour and unemployed youth, 
exacerbates the people management challenges 
for small business owner/managers. 

With the liability of ‘smallness’ increasing the 
potential business impact of ‘wrong’ HR decisions 
regarding recruiting, retaining, motivating and 
terminating staff, and onerous labour legislative 
compliance issues distracting SME owners/ 
managers from their core business, the pressure 
to delegate the responsibility for appropriate 
people management practices to better qualified 
members of staff or professional HR practitioners 
is likely to mount. 

Specialised skills in the HRM domain are, 
however, also subject to the constraints of the 
South African labour market and are more likely 
to be found in the large organisation context. Size 
does seem to matter in the access to professional 
HR expertise, as illustrated by the UK’s Chartered 
Institute of Personnel Development’s (CIPD) 
findings in their 2013 comprehensive review 
which indicated that only 7% of HR professionals 
were working in SMEs. 

Comparing the focus of HR practices according 
to company size, the CIPD found acommon highest 
ranked focus on managing performance for both 
large and small firms, but with SMEs focusing 
significantly more on HR practices supportive 
of staff retention than large organisations. SME 
respondents listed the HR practices ranked in 
order of importance as performance management, 
employee engagement, leadership capability/ 
development, managing change, employee well- 
being, workforce planning, staff retention and 
reward management. The reason for the strong 
staff retention focus was hypothesised as the 
intention to avoid the high cost of recruiting new 
staff and related costs of staff turnover (CIPD, 
2013:14). 

In the South African context Wright (2012) 
investigated, inter alia, the influence of business 
processes (including HRM) as one of the micro 
environmental contributors to perceived business 


success of SMMEs in the Gauteng province. 
Results suggest that most entrepreneurs in the 
sample believe that human resource management, 
a cohesive team, and quality control processes are 
major contributors to perceived business success, 
as measured by sustainability, profitability, growth, 
customer satisfaction and market position. 


The problem of HRM practices in SMEs 


Overviews of empirical research on HRM in 
SMEs (Cardon and Stevens, 2004; Cunningham 
and Rowley, 2010; Tocher and Rutherford, 2009) 
support the notion that the implementation of 
appropriate HRM practices that empower and 
focus employee efforts on the realisation of the 
business strategy, will have a positive impact on 
firm performance irrespective of the company’s 
size. 

However, despite the existence of extensive 
literature on HRM practices and their effect on 
organisational performance dimensions, little 
consensus is found on what set of HRM policies 
and practices would constitute either on their own 
or in combination with others the most appropriate 
people management approach in support of 
superior organisational performance (de Kok et 
al., 2006). Indeed, the selection of HRM practices 
to be examined is consistently highlighted as one 
of the key methodological limitations in the study 
of the relationship between HRM practices and 
performance. (Cardon and Stevens, 2004; Guest, 
2011; Sheehan, 2014) 

The lack ofacommonly accepted categorisation 
of HR interventions is argued by Rauch (2011) 
to be related to the contingent nature of HRM 
practices to specific contexts, the lesser extent of 
bureaucratic formal structuring typically found 
in large firms, the lower levels of specialisation 
found in SMEs and the requirement of employees 
to often play multiple roles in small businesses. 

Indeed, a review of HRM practices used as 
variables in the design of some studies across 
a number of countries, illustrates the vexing 
problem: 

Also in the South African context, Neneh and 
van Zyl (2012) investigated the prevalence of 
HRM practices as part of a set of business practices 
implemented in SMEs in the Free State province. 
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TABLE 1: 
HRM PRACTICES USED IN A SELECTION OF STUDIES INVESTIGATING HRM AND PERFORMANCE 


7 HRM practices: employment security, selective hiring, decentralised work arrangements, perfor- 


mance based pay, extensive employee training, reduced status differentials, and information sharing 


26 practices/items in 6 functional HR domains: selection, training, careers, performance appraisal, 


3 HRM practice domains identified from literature review of variables shown to contribute to most to 


HRM success in small firms (e.g. Cardon and Stevens 2004): training , staffing , and compensation 


110 HR practices across 5 functional HR areas: recruitment, selection, compensation, training and 


4 areas of HR practice: recruitment, training and development, performance and reward, and employ- 


Country Author HRM practices used for the study 
USA Pfeffer, 1998 
USA Patel and Cardon, 2010 
compensation, and employee participation 
Netherlands — Shaharin, 2012 
Australia Wiesner and Innes, 2010 
development, and performance appraisal 
Kenya Muniu and Ngugi, 2013 
ee motivation 
South Africa Havenga and Linde, 2012 


Case study design and explored practices in 4 areas of HRM practices: recruitment and selection, 


communication and motivation, training and development, and compensation and benefits 


Source: Authors’ own research 


The six business practice areas included in the 
study were: marketing, strategic planning, HRM, 
risk management, performance management and 
teamwork. While HRM was found to be among 
the least implemented practices, it is not reported 
what specific HR practices were included in the 
investigation. 

The continued utility of the functional approach 
as a theoretical framework by researchers such 
as Cardon and Stevens (2004) was alluded to in 
the introductory section and for the purposes of 
this study it was intended to use a framework of 
HR practice that can serve as a useful organising 
framework for South African HR researchers and 
practitioners alike. The South African Board for 
People Practice (SABPP) was instrumental in 
establishing during 1998 a standards generating 
body (SGB) for the HRM practices subfield which 
led to the adoption of a process model for HRM 
practices comprising the four role clusters of 
planning and organising for workforce and people 
management; people acquisition, development 
and utilisation; labour and employee relations; and 
maintenance and administration related to people 
management (Swanepoel, Erasmus, Schenk 
and Tshilongamulenzhe, 2014). Subsequently 
the SABPP launched in 2013 the National HR 
Standards initiative the model of which comprises 
13 standard elements that: “are intended to 
outline the minimum set of HR practices that any 
organisation should have in place in order to build 
an aligned, engaged and productive workforce 


that will achieve the organisation’s objectives” 
(SABPP, 2014). 

The organising framework of these 13 standard 
elements are: strategic HRM, talent management, 
HRrisk management, workforce planning, learning 
and development, performance management, 
reward and recognition, employment relations, 
employee wellness, organisation development, 
HR service delivery, HR technology and HR 
measurement. 

Even a cursory review of the extant literature 
on HRM practices in small businesses will 
confirm the limited likelihood of practices 
in sophisticated areas of HR such as HR risk 
management, technology and measurement to be 
found in SMEs, especially in the context of the 
characteristics of SMEs in developing countries 
(Abor and Quartey, 2010; Kiggundu, 2002; Smit 
and Watkins, 2012). 

The realities of SMEs grappling with the 
liabilities of smallness, resource poverty and HRM 
practices being less structured and sophisticated 
than in large organisations, together with the 
contingency based “mix and match’ approach to 
the selection of HR practices perceived by SME 
owners/managers as the most appropriate in their 
specific context, should however, not detract from 
a potentially unifying framework for the study 
of HR practices and their contribution to firm 
performance in both large and small business 
settings in the South African context. In guiding 
HR practices research in the small business context 
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against the backdrop of “bundles” of strategic 
HRM practices found to significantly contribute 
to large enterprise performance. Fabi, Raymond 
and Lacoursier (2007:25) argued for example for 
an approach of “identifying ‘clusters’ of practices 
that could be applied in SMEs without any formal, 
systemic view or clearly defined strategic goals”. 
Their study found evidence of such clusters of 
correlated but not necessarily logically related 
practices that were associated with growth, 
innovation and employee retention. 

Similarly the constraints of the ‘large 
enterprise’-framework of HR_ standards and 
practices of understanding HRM in SMEs may 
be overcome by contextualising HRM variables 
in the SME environment in terms of those HR 
practices shown in extant small business literature 
to have proven associations with elements of 
SME success, as espoused by approaches used 
by for example Shaharin (2012). This approach 
was also used by Cunningham and Rowley (2010) 
in identifying the key HR practices in Chinese 
SMEs as employee resourcing (recruitment and 
selection), employee development (training 
and performance appraisal), employee rewards 
(incentives, benefits, career development) and 
employee relations, based on HRM in SME 
studies in China from 1988-2008. 


The role of SME owner-managers in 
the formalising of HR practices 


The role of the entrepreneur or owner/manager 
and his/her characteristics are found to contribute 
not only to SME survival and success but also to 
the development of the firm’s HRM capabilities 
(Barrett and Meyer, 2010; Cardon and Stevens, 
2004). 

Despite the general acknowledgement that 
HRM practices may be a source of competitive 
advantage and that business failures are often 
linked to a failure to identify and manage HRM 
problems, research evidence suggests that SME 
owners/managers only tend to recognise the 
importance of HRM practices once staff issues 
are perceived as an acute problem (Hornsby and 
Kuratko, 2003; Tocher and Rutherford, 2009). 

According to Mazzarol (2003) this seems to 
be linked to the owner’s/ manager’s personality 


and managerial and strategic awareness capability 
and may be indicative of a propensity to delegate 
the HRM responsibility to an expert other, 
either an external HR professional or a more 
knowledgeable internal staff member. Evidence 
as cited by Mayson and Barret (2006) suggest 
that in start-up firms owner-managers typically 
delegate responsibility for accounting production 
and information well ahead of delegating HRM 
issues. Similarly Tocher and Rutherford (2009) 
found in their analysis of factors associated 
with a perceived acuteness of HR problems and 
drive to formalise HR practices that managerial 
experience, age (youth) and higher levels of 
education were indicative of earlier recognition of 
HRM importance. Findings also indicated that the 
point of awareness of the criticality of managing 
people issues often arose from managerial 
training programmes focused on competencies of 
leadership, delegation and coaching. In the South 
African context the four year survival analysis 
of SMEs in the South African retail sector by 
Ligthelm (2011) found entrepreneurial actions 
together with business management skills to be 
the strongest predictors of small business survival. 

The importance ofinitial choices and subsequent 
practice changes made by entrepreneurs or 
founding owner-managers, regarding employee 
issues, are generally recognised in the success and 
survival of new ventures (Cardon and Stevens, 
2004; Mazzarol, 2003). From the seminal 
Stanford Project on Emerging Companies studies 
of high-technology start-ups, Baron and Hannan 
(2002) found a set of ‘blueprint’ clusters of HR 
practices that founders were likely to adopt 
initially and that would steer the company in a 
particular direction regarding leadership and staff 
management. For example, for the dimension 
of coordinating and controlling work founder’s 
conception could range from reliance on control 
through peers or organisational culture, control 
through the assumed commitment to performance 
excellence by professionals recruited, from elite 
schools to controls embedded in traditional 
formal procedures or even control by personal 
oversight. The longitudinal research highlighted 
the difficulties in changing the practices inherent 
to such a blueprint during subsequent growth 
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phases. 

Mayson and Barrett (2006) argue from the 
perspective of the typical informal nature of 
planning in small firms that a research focus on 
the strategic value of the owner-manager’s or 
entrepreneur’s people management expertise or 
orientation towards HR practices can be useful in 
analysing strategic approaches to HRM in small 
businesses. 

Hence an exploration of the level of ‘hands- 
on’ responsibility and level of delegation of 
responsibility for HRM functions in the SME by the 
owner/manager should provide a useful indicator 
of the level of formalisation of HR practices in the 
firm and is one of the foci of this study. 


AIM AND METHODOLOGY 


The main aim of this study is to determine the 
prevalence rate of systematic HR systems and 
practices in a sample of SMEs in the retail and 
marketing industry in South Africa by looking at 
the following: 
¢ Establishing the levels of utilisation and 
formalisation of HR practices 

¢ Establishing the focus and extent of personal 
owner/manager responsibility or HRM 
practices in the SME 


Data collection 


This study used a self-administered questionnaire 
based survey approach to collect data firstly on 
the frequency of use of a set of HRM tools in five 
functional areas of HRM practice, i.e. recruitment, 
selection, compensation, training and development 
and performance appraisal, and , secondly, the 
extent to which the respondents were responsible 
for the respective HRM functions in the SME. 

The questionnaire was designed to obtain 
responses on the prevalence of 28 HRM practices 
in five functional areas covered by the national 
standards of HR practice of the SA Board for 
People Practice and selected according to findings 
in extant literature on HR practices most commonly 
associated with performance and success in small 
businesses. 

A sample of 71 small business owners were 
asked how much of the responsibility for different 





TABLE 2: 
SAMPLE CHARACTERISTICS 
Gender Count(n) % 
Male 19 38.8 
Female 20 61.2 
Total 49 100 
Age Count(n) % 
18-24 5 10.2 
25-29 8 16.3 
30-34 3 6.1 
35-39 5 10.2 
>40 28 57.1 
Total 49 100 
Qualification Count(n) % 
No Matric 4 7 
Matric 18 31.6 
Certificate/diploma 17 29.8 
Degree 11 19.3 
Post Degree 7 12.3 
Total 57 100 
Years in Operation Count(n) % 
Less than 5 years 34 54 
6-10 15 23.8 
11-25 6 9.5 
Over 25 2 3.5 
Total 57 100 
Turnover Count(n) % 
< R100 000 21 39.6 
R100 000-200 000 11 20.8 
200 000 - 500 000 8 15.1 
500 000 - 1 000 000 6 11.3 
> R1 000 000 it 13.2 
Total 53 100 
Position Count(n) % 
Owner and manager 19 33.9 
Manager 9 16.1 
Owner 28 50 
Total 56 100 
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HR functions falls on the owner/manager of the 
SME. They were also asked how often the listed 
HR tools are used in the business. Convenience 
sampling was utilised to draw the sample from a 
set of small business owners/managers attending 
business. skills training workshops in two 
metropolitan areas in South Africa. 


The sample characteristics 


Of the 71 businesses that were included in the 
survey, 67 provided information on the number 
of employees. More than half (57.15%) are from 
the age group “older than 40”. Almost two thirds 
(61.4%) of the respondents have higher than 
matric qualifications. Half the respondents (50%) 
are owners of the SME’s. The majority of the 
SME’s (59.6%) have been running for less than 
5 years. The majority of the SME’s (39.6%) have 
a turnover of less than R1000 000. See table 2 
below. 


FINDINGS 


The findings are described taking into account 
the levels of utilisation and formalisation of 
HR Systems as well as the focus and extent of 
responsibility of HRM in the SME 


Levels of utilisation and formalisation 
of HR systems 


Respondents were asked to indicate the extent 
to which the listed HR tools are begin used in the 
SME ona scale of one to five with Never being a 1 
and Always a 5. Twenty-eight different questions 
were asked about the frequency of the use of 
different HR tools in five different areas namely: 
recruitment, selection, compensation, training 
and development, and performance appraisals. 


Recruitment 


The HR tool for recruitment, which are often 
used by the respondents, are referrals from staff 
members, business partners and friends with 35% 
of the respondents using it ‘Always’ or ‘Often’ 
(Figure 1). The three recruitment tools which 
are being used least frequently are: recruitment 


agencies or labour brokers, newspaper job 
advertisements and walk-ins with respectively 
63.3%, 55% and 53.3% of the respondents reported 
to use these tools either ‘Never’ or ‘Rarely’. 


FIGURE 1: 
THE FREQUENCY OF THE USE OF DIFFERENT 
HR RECRUITMENT TOOLS 


Recruitment Tool: Recruitment agencies/labour 
brokers 


GB we 
WW 25.0% ssox 
WM saa 
MMM 262% 7s 
355% 036 


45.0% 


Recruitment Tool; Newspaper job advertisements 
Recruitment Tool: Walk-ins 
Recruitment Tool: Internet 


Recruitment Tool: Family members 


Recruitment Tool: Referrals from staff members, 
business partners and friends 


®@ Often & Always Sometime © Never & Rarely 


Selection 


Four of the six listed HR tools for selection 
are reported to be used ‘Always’ or ‘Often’ by 
more than 50% of the respondents (Figure 2). 
These tools are: Interviews (68.9%), Probation 
periods before permanent appointment (65.5%), 
written job description or job profiles (55.9%) and 
Application forms (52.5%). External consultants 
and Psychological test are the two least frequently 
used HR selection tools. 


FIGURE 2: 
THE FREQUENCY OF THE USE OF DIFFERENT 
HR SELECTION TOOLS 


Selection Tool: Psychological tests JGR) 18.0% S49) 
Selection Tool: External consultants 15.5% 50.0% 
Selection Tool: Application forms [NN 21.3% 992629) 

Selection Tool: Written job descriptions/job 

B. aia 25.4% 
profiles 

Selection Tool: Probation periods before 
wnerrnerie ck Sppniokvtinierk SS 21% 22.4% 
Selection Tool: interviews SRG 21.35 918% 


®@ Often & Always Sometime © Never & Rarely 


Compensation 


Of the eight listed HR compensation tools, two 
are used ‘Often’ or ‘Always’ by more than 50% 
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of the respondents. They are: Pay levels based on 
job evaluation (55%) and Performance pay/bonus 
(52%) (Figure 3). Three of the Compensation 
tools which are least used by SMEs included in 
the study, are: Medical aid and pension benefits, 
Housing allowance and Profit sharing with more 
than 50% of the respondents using it ‘Never’ or 
‘Rarely’. 


FIGURE 3: 
THE FREQUENCY OF THE USE OF DIFFERENT 
HR COMPENSATION TOOLS 


Compensation Tool: Pay levels based on job 


evaluation 16:7% 


Compensation Tool: Performance pay/bonuses NN 23.3% 9925'0%)) 

Compensation Tool: Annual bonus/13th check 16.4% 

Compensation Tool: Pay based on new skills that 
WENNER 10.7% ax 
employees got 

Compensation Tool: Medical aid and pension benefits [NNN 16.4% SWS08% 
26.7% 33% 
Compensation Tool: Housing allowance [0.0% 6s 3% 
Compensation Took: Profit sharing, 18:39 NNN 6S OREN 


Compensation Tool: Travel allowance 
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Training and development 


Formal technical training by staff in the business 
and management training are used ‘Often’ or 
‘Always’ by 50% and more of the SMEs (Figure 
4). Formal technical training by outside providers 
and an annual training budget are tools that are 
used least frequently but still used by more than 
half of the SME’s either ‘Always’, ‘Often’ or 
‘Sometimes’. 


FIGURE 4: 
THE FREQUENCY OF THE USE OF DIFFERENT 
HR TRAINING AND DEVELOPMENT TOOLS 


Training and Development Tool: Formal technical 22s 
training by staff in the business 22.6% 14.5% 
Training and Development Tool: Management a, 
training __31.7% 183%) 
Training and Development Tool: Formal technical 
regia 300%) 258K) 
training by outside providers ———— 
Training and Development Tool: Annual trainin, 
erie Be. 
budget 
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Performance appraisal 


All four listed performance appraisal tools 
are used ‘Always’ or ‘Often’ by more than 50% 


of the respondents (Figure 5). These tools are: 
Performance discussions at end of year, Appraisal 
done by supervisor or line manager, Appraisal 
forms/rating scales and written performance 
agreements. 


FIGURE 5: 
THE FREQUENCY OF THE USE OF DIFFERENT 
HR PERFORMANCE APPRAISAL TOOLS 


Performance Upraisal Tool: Performance discussions + 2.215% 
at end of year : 
Performance Upraisal Tool: Appraisal done by ees 1% 17.7% 
supervisor or line manager : 


Sometime © Never & Rarely 


Performance Upraisal Tool: Appraisal forms/rating 
scales 


Performance Upraisal Tool; Written performance 
agreements 


@ Often & Always 


FIGURE 6: 
HR RESPONSIBILITIES 


Responsibility for Selection EE 15.3% 10.2% 
Responsibility for Placement is 18.0% (018%) 
Responsibility for Performance appraisal iE 16.4% 24/89) 
Responsibility for Reward management I 18.6% 186%") 
Responsibility for Recruitment 27.4% 12.9% 
Responsibility for Employee relations i 26.7% i510) 
Responsibility for Training and development 29.5% 21.3% 


| Personally have full responsibility | deal with some of these tasks 


w itis delegated to someone else in my business 


The focus and extent of responsibility 
of HRM in the SME 


The majority (more than 50%) of the owners 
or managers of the SMEs in the study takes full 
responsibility for six of the seven listed HR 
responsibilities (Figure 6). These responsibilities 
are: Selection (Getting the right employees), 
Placement (Deciding where in the business 
employees can best be used), Performance 
Appraisal (Evaluating individual performance and 
telling employees how well they do and where they 
must do better), Reward management (Doing the 
payroll and deciding on increases and bonuses), 
Recruitment (Getting the right employees) and 
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Employee Relations (negotiating with union 
representatives and handling disciplinary matter 
ad staff complaints). |The HR responsibility 
that is mostly delegated to someone else in the 
business is Training and Development, although 
49.2% of the managers reported that they have 
full responsibility for it. 


DISCUSSION OF FINDINGS 


The study aimed to determine the prevalence 
of systematic or formal HR systems and practices 
in a sample of SME’s in the retail and marketing 
industry in South Africa by establishing the levels 
of utilisation and formalisation of HR Systems 
and the focus and extent of responsibility of HRM 
practices by owner/managers in the SME. 

Overall the findings are consistent with other 
empirical evidence of HR practice differences 
where the effect of organisation size was reviewed 
(Burke, 2011; Cardon and Stevens, 2004; CIPD, 
2012; Dabic, Ortiz-De-Urbina-Criado, and 
Romero-Martinez, 2011; Rauch, 2011). 

The focus on highest level of own responsibility 
for the critical HRM areas associated with 
employee productivity, commitment and retention 
(selection, performance appraisal placement and 
reward management) provide support for the 
notion that critical ‘fundamental’ HR practices are 
likely to be formalised first. More specialised HR 
functions are added as a growing staff complement 
will also foster the higher incidence rate of 
staff problems and the resultant need for more 
complex and context specific mechanisms for 
appropriate HR solutions. The indications of some 
formalisation of practices in our sample of SMEs 
are consistent with findings by Kotey and Slade 
(2005) and van de Woestyne, Dewettinck and van 
Bruystegem (2010) suggesting that formalisation 
of some practices happens even in the initial stages 
of growth. In the South African context one might 
speculate on the impact that the pressures towards 
compliance with the administrative regulatory 
regime of complex labour legislation may have on 
this early loss of informal management practices 
in small entrepreneurial firms. 

Furthermore, confirmation is found of the role 
that resource poverty may play in the utilisation 


of specific tools in functional HR practice areas, 
e.g. the less expensive, the less sophisticated HR 
practices are in the areas of staff recruitment and 
selection. The constraints of relative resource 
poverty during the early start-up and growth phase 
are also visible from the owner/manager lack 
of delegation found in most HR responsibility 
areas, given that the overwhelming majority of 
respondents were from firms less than five years 
in operation. 

In discussing the findings for the individual 
HRM functional areas, it is clear that the HR 
tools for recruitment, which are most often 
used by the respondents, are referrals from staff 
members, business partners and friends. The 
three recruitment tools which are being used least 
frequently are: Recruitment agencies or labour 
brokers, Newspaper job advertisements and Walk- 
ins with more than 50% of the respondents using 
these tools ‘Never’ or ‘Rarely’. 

The overwhelming reliance on referrals by 
sources that are likely to be trusted by the owner/ 
manager can be understood from the typical 
resource and time constraints faced by owner/ 
managers. Hornsby and Kuratko (2003) found 
preferred recruitment sources for SMEs to be low- 
cost, convenient and directly controllable by the 
firm. Newspaper advertisements are clustered into 
this category of sources but our findings indicate 
a low level of reliance on this source. A possible 
reason for this anomaly may be found in the nature 
of our sample tending towards representing an 
early growth phase (less than 5 years). This notion 
is supported by findings of Leung, Zhang, Wong 
and Der Foo (2006) suggesting that entrepreneurs 
seeking new staff to join the firm rely on strong 
ties from their social and business networks during 
both start-up and growth phases of their venture. 
Relying predominantly on known personal and 
trustworthy sources for suitable candidates 
could mitigate the inherent risks of inappropriate 
appointments. This is informed by SMEs having 
lower tolerances for inefficiencies and the impact 
of a single employee (either good or bad) likely 
being far greater in a smaller firm than in a larger 
firm (van de Woestyne, Dewettinck and van 
Bruystegem, 2010). 

HR tools for selection which are used ‘Always’ 
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or ‘Often’ by more than 50% of the respondents 
are: Interviews, Probation periods before 
permanent appointment, Written job description 
and Application forms. External consultants and 
Psychological test are the two least frequently 
used HR selection tools. These findings are 
supported by studies (Heneman, Tansky and 
Camp, 2000; Leung et al., 2006) suggesting that 
in SMEs greater attention is placed on trying to 
match the characteristics of potential staff to the 
values and organisational culture than in matching 
knowledge and competencies of persons to the 
specific job requirements as traditionally found 
in large organisations. 

The two most often used HR compensation 
tools are: Pay levels based on job evaluation and 
Performance pay/bonus. Medical aid and pension 
benefits, Housing allowance and Profit sharing 
are used ‘Rarely’ or ‘Never’ by more than half of 
the respondents. Small businesses usually cannot 
afford the wage levels paid by large firms (Rankin 
et al., 2013) and the high frequency of utilisation 
of compensation tools related to ensuring 
competitive pay and incentive rewards underscore 
the imperatives for South African SME owners/ 
managers to recruit and retain critical skills in 
a market of scarce resources in the artisan and 
high-level professional skills market. This finding 
is consistent with literature reviews confirming 
the importance of reward practices in SMEs 
due to their direct relationship with recruitment 
and retention efforts and overcoming potential 
candidates’ ambiguity concerns on job security 
related to the well-known lower survival rates 
and shorter life cycles of entrepreneurial firms 
(Cardon and Stevens, 2004). 

Formal technical training by staff in the 
business and management training are HR training 
and development tools which are used ‘Often’ 
or ‘Always’ by the majority of the SMEs with 
Formal technical training by outside providers 
and an Annual training budget are tools that are 
used least frequently but still used by more than 
half of the SMEs either ‘Always’, ‘Often’ or 
‘Sometimes’. 

According to the OECD (2010) participation 
in the training activities is 50% lower in SMEs 
than in large firms across OECD countries. Small 


enterprises have the lowest participation rates in 
vocational education and training (VET) across 
all countries. Most surveys and data across OECD 
countries show that SMEs are 50% less likely to 
participate in training activities than large firms. 
Policy analysis confirms that formal training 
policies and measures targeting workers are less 
effective on SMEs. In the South African context 
Strydom (2005) found corroborating evidence 
of this lack of awareness and uptake of training 
opportunities by small businesses in the township 
retail sector, lending support to the notion of 
inadequate marketing and communication of 
government provided support programmes. The 
prevalence of investing in technical training by 
SMEs in our sample would suggest a recognition 
and response to specific skills and competency 
needs important for operational requirements, but 
the limited use of a formal annual training plan 
may indicate that the training tends to be a reactive 
practice rather than a systematic workforce 
development or career developmental initiative. 
This is consistent with the findings of Rankin, 
et.al. (2012) indicating that training of their own 
staff presents a potential investment risk due to 
the heightened likelihood of key staff being lost 
or ‘poached’ by higher paying large businesses 
or government. 

The Performance appraisal tools are used 
‘Always’ or ‘Often’ by more than 50% of the 
respondents. These tools are: Performance 
discussions at end of year, Appraisal done by 
supervisor or line manager, Appraisal forms/rating 
scales and written performance agreements. 

The findings supportthe high level ofimportance 
ascribed to the managing and measuring employee 
performance in both large and small enterprises 
(CIPD, 2013). Furthermore, the use of written 
performance contracts by more than 50% of the 
firms suggests a strong drive to formalise this area 
of HRM practice. Cassell, Nadin, Gray and Clegg 
(2002) similarly found performance management 
as the third highest implemented HR function after 
the staffing practices of recruitment and selection. 

The majority of the owners or managers of 
the SME’s in the study takes full responsibility 
for Selection, Placement, Performance Appraisal, 
Reward management, Recruitment and Employee 
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Relations. The HR responsibility that is mostly 
delegated to someone else in the business is 
Training and Development, although 49.2% 
of the managers reported that they have full 
responsibility for it. 


RECOMMENDATIONS 


Given the findings of SMEs in South Africa 
showing stagnation in employment and turnover 
growth in the latest 2015 SME Growth Index 
survey and an increasingly hostile business 
climate that militates against the capacity of labour 
absorption and job creation, (Rankin, Darroll and 
Corrigan, 2013; SBP, 2015) the call for greater 
competitiveness of South African smaller firms 
and the facilitation of economic plans conducive 
to the entrepreneurial and SME sector clearly calls 
for enabling business practices that lessen the 
risks of small business failure. The contribution 
that human resource management practices 
can make as a source of competitive advantage 
should be strongly affirmed and included in the 
many advisory and training programmes aimed 
at potential entrepreneurs and small business 
owners/managers. 

South African studies exploring the sources of 
small business failures and problems experienced 
by SMEs consistently highlight the need for 
training and advisory support related to managerial 
and business skills (Van Eeden, Viviers and 
Venter, 2003; Strydom, 2005; Wright, 2012). 

Barrett and Meyer (2010) argue that the ‘people 
problem’ so often highlighted as a potential source 
for business failure in SMEs and the resultant 
attention to HRM practices as a solution, generally 
emanate from a lack of skills and knowledge about 
people management or from the increasing owner/ 
manager realisation that the prevalence of people 
issues experienced in the SME grows together 
with the firm’s increasing staff complement. This 
means that owner/managers perceiving HRM as 
a problem are those that may be most receptive 
to receiving assistance from support programmes 
and government agencies. A greater understanding 
of the interrelation of HRM practices with other 
internal contextual factors of the SME, (for 
example, business strategy, stage of firm growth, 
owner/manager characteristics) hence could go a 


long way in customising interventions to support 
individual small businesses in a targeted way 
beyond the common one-size-fits-all approaches. 

The significance of the findings of this study 
is found in the affirmation of the need for South 
African SMEs to become more competitive 
and exploit the potential benefits of adopting 
appropriate business practices and human resource 
management policies and practices to leverage 
the potential of their human capital. Beyond the 
calls for greater advocacy by business, HRM 
professional bodies and associations such as the SA 
Board for People Practice (SABPP) and Institute 
for People Management (IPM), and greater 
attention to HRM issues by consultants to SMEs 
and curriculum designers of entrepreneurship and 
small business management programmes, the 
need for further research is well articulated by 
Burke (2011:54) in his comprehensive review of 
the challenges of HRM in SMEs: “More research 
is needed to confirm what we think we know and 
what we don’t yet know about HRM practices and 
SME performance”’. 
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